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Docket Entries. 
Civ-75-131 Stecher-Traung~Schmidt Corp. v. M.A. Seif, et al. 


ree | : , 
DATE om PROCEEDINGS 


1975 it 
Apr. 7| |Filed complaint inRoch. by Judge Burke & retained there. 
7| ey order to show cause why the Ct. should not issue a F-163 
preliminary injunction restraining defts. etc. from 
| directly or indirectly from voting in person or by 
proxy any shares of pltf. etc. & pltf. to file an ' 
undertaking bond of $5,000.00 ret. 4-14-75-Burke, DJ 
(filed & original retained in Roch. ) 
2 | JS 5 made 
ly |Filed bond 
14 |Filed Pltfs. affidavit of service on Defts., M.A. Self, Bee 
Chemical Company & Arthur S. Hecker on 4-8-75 
14 |Filed Pltfs. affidavit of service on ™ ts., Thomas Roulston, 
Roulston & Company, Inc. & Joh. e on 4-8-75. 
14) Filed Defts. M.A.Self, Bee Chemical & acthur Hec'er answer & 
counter-claim 
14 Filed Defts' M.A.Self, Bee Chemical & Hecker, affidavit in opposition 
to preliminary injunction 
14 | Filed Defts., MA,Self, Bee Chemical & Hecker, affidavit & motion 
| | to dissolve TRO 
14} Filed Defts., M.A.Self, Bee Chemical & Hecker affidavit & notice 
of motion for TRO enjoining Pltf. from holding annual 
| stockholders meeting 
14 | Filed affidavit of deft. Thomas N. Roulston 
14 | Order to show cause for preliminary injunction. To be submitted 
4-16-75, Motion by deft., M.A.Self, Bee Chemical & Hecker to 
dissolve TRO . To be submitted 4-16-75. Motion by Defts. M.A.Self 
Bee Chemical & Hecker for TRO to be submitted 4-21-75. Temporary 
Stay is continued until Ct. decides motion to vacate. 
18) \Filed Pltfs. re*ly to counterclaim of deft.. ee Chemical & 
counterclaim 
18 |Filed Pltfs. reply affidavit in support of motion for TRO & preliminar 


| p 
4§ ‘eilpd Dette HiRes Sele, fer Chemical & Hecker, reply to counterclaim 


23 |\Filed decision & order denying defts. motion for preliminary F-163 
injunction with the provision that defi:s. M.A, Self, 

Bee Chemical Co and Arthur S. Hecker «uuwy vote in person 

or proxy any shares of pltf. now held of record etc. 

at the annual meeting of stockholders on 4-30-75, In that 
respect the TRO issued 4-7-75 is modified-Burke, DJ Notice 

& copies.to Harter, Secrest & Emery & Hodgson, Russ, Andrews 
Woods & Goodyear 

Filed Defts'., Roulston & Co., Inc. & Thomas Roulston answer to 
amended complaint. 

29 Filed findings of fact, conclusions of law & order denying F-16 
defts. motions in all respects.-Burke, DJ Notice & copies 

| to Harter, Secrest & Emery; Johnson, Reif & Muiian; and 

Hodgson, Russ, Andrews, Woods & Goodyear 

May 2 | Filed Defts. affidavit of service of amended compakints answer of 
deft. Roulston & Co., Inc. & Thomas Roulston on defts. 

M.A.Self, Bee Chemical Co. & Arthur S. Hecker on 4-29-75 


NO 
@ 


2) Filed Deft. Roulston & Co, & Thomas Roulston answer to amended 
| complaint on defts. Roulston & Co. & Thomas Roulston on 
4-29-75 
2) | Filed Defts., Roulston & Co, & Thomas Roulston answer to amended 
| complaint on pltfs. atty. on 4-29-75. 
22 Filed Pltfs. request for production of documents to Defts. Roulston 


| & Company and Thomas Roulston 
| Junel8} \Filed decision & order that pending this suit defts. etc. are F-165 


enjoined from directly or indirectly from vot i ergon 
I or proxy any share of the pltfs. et2.-Burke, bY wR ike i 


PLAINTIFF 


Stecher-Traung-Schmidt Corp. 


Apr.18 
25 | 
25 

Aug. 5 


> 


lcopies to Kenneth A. Payment; Hodgson. Russ, Andrews etc.: 
Baker & McKenzie: and Johnson, Reif & Mullan 


| Filed 


Filed 


Original pertinent papers, docket entries & Clerk's 
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IVIL DOCKET CONTINUATION SHEET 


PROCEEDINGS 


Notice of Petition of Defts. M. A. Self, Bee Chemical Co. and 
Arthur S. Hecker for reconsideration of order filed 6/18/75 
or, in the alternative, for stay of preliminary injunction-- 
ret. 7/14/75 at Roch.--submitted 

Notice of Appeal of Defts. M. A. Self, Bee Chemical Co. and 
Arthur S. Hecker (copy mailed to Mr. Payment and Johnson, 
Reif & Mullan and to Clerk, CCA with copy of docket entries; 
CCA's Torms C and D mailed to Mr. Schroeder) 

Order 10 show cause why Defts'., M. A. Self, Bee 

Chemical Co. and Arthur S. Hecker, petition for 
reconsideration of preliminary injunction should not 

be dismissed-ret.at Roch. 7-14-75-Burke, DJ--submitted F-166 
Bond for Costs on Appeal 

lb) tision and Order denying petition of Defts. M. A. Self, 
Bee Chemical Co. and Arthur S. Hecker for reconsideration 

of order filed 6/18/75 and denying stay of preliminary 
injunction pending appeal-Burke, DJ (Notice to Messrs. 
Payment, Schroeder and to Johnson, Reif & Mullan) 2 36 
Pltf's. affidavit in opposition to motion to enjoin 

annual meeting (rec’d.by Clerk 8/1/75 for docketing) 

Defts., M.A. Self, Bee Chemical & Hecker, affidavit 

and order to show cause for preliminary injunction 
restraining Pltf. from holding annual stockholders 

meeting, etc. (rec'd.by Clerk 8/1/75 for docketing) 

Pltf's. affidavit in opposition to granting of order 

to show cause (rec'd. by Clerk 8/1/75 for docketing) 


Certificate mailed to Clerk, CCA 


OC-111A (Rev. 1/75) 
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UNITED STATES DISTRICT COURT 
|; WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 
Plaintirf, CIVIL ACTION 
NO. 


fT 
| 
| 


: -VsS- 
| 


i aa 


| 
{ 
} 
|M. A. SELF, BEE CHEMICAL COMPANY, L bp YOO 
 ROULSTON & COMPANY, INC., THOMAS — ““7 9 “— COMPLAINT 
j ROULSTON, ARTHUR S. HECKER 
| AND JOHN DOE, 


Defendants 


Plaintiff, Stecher-Traung-Schmidt Corporation (hereinafter 
called "STS"), by its attorneys, Harter, Secrest & Emery, 


respectfully alleges and shows to the court as follows: 


PARTIES 
1. STS is a corporation organized under the laws of 
the State of New York with its principal executive office at 
{ 
‘i 2. On information and belief, Defendant M. A. Self 


iis an individual who resides in the metropolitan Chicago 
il 


lof the Board and a principal shareholder of Defendant Bee 


area and is chief executive officer, President and Chairman 


Chemical Company. 


3. On information and belief, Defendant Bee Chemical 


iH 
" Company is an Illinois corporation having its principal 


,offices at 2700 East 170th Street, Lansing, Illinois. 


( 4. On information and belief, Defendant Roulston & 
I! 
‘Company, Inc. is an Ohio corporation which is a member of 
| 


4 * 

: Complaint. 

the New York Stock Exchange with its principal place of business 
g P Pp P 


; at Investment Plaza, Cleveland, Ohio and is a member of a 


| 
group hereinafter called the Bee-Self Group. | 
i as “On information ai belief, Defendant Thomas Roulston | 
is an individual who resides in the metropolitan area of 

| Cleveland, Ohio and is President and principal shareholder 

| of Defendant Roulston & Company, Inc. and a member of the Bee- 

| Self Group. 

6. On information and belief, Defendant Arthur S. Hecker is 

| 
| 


an individual who resides in the metropolitan area of Chicago, 
pores and is Vice Chairman of Bee Chemical Company. 
Saeeoraainteall is (are) one or more person(s) whose identity 
+ (are) presently unknown to the Plaintiff and who is (are) 
i | euatomec(e) of Roulston & Company, “ic. and/or a member (s) 

! 

re the Bee-Self Group. 

' 

| JURISDICTION AND VENUE 

| 8. STS has outstanding one class of common stock tyled 
| ’ 


7. Defendant(s) John Doe (hereinafter the “Other 


Common Stock Par Value $5.00 per share, which class of securities 


\ 
\} 
Nis registered under the Securities Exchange Act of 1934 as 
HI 
' 

amended (the “Act") pursuant to Section 12 of the Act. 

" 


| At March 12, 1975 STS had an estimated 1,100 shareholders of 


‘its Common Stock. 
1 
! 


ti 9. This action arises under Section 13 of the Act, and 


NT 


I, 
| the rules and regulations of the Securities and Exchange 
‘ Commission promulgated in comnection therewith, and this 


court has jurisdiction under Section 27 of the Act. 


5 


Complaint. 


10. The acts and omissions complained of took place in 
substancial part within the Western District of New York and | 
the Plaintiff's claim arises in said District. 


11. Plaintiff STS has no adequate remedy at law for 


the acts and omissions complained of. 
FACTS 
12. On September 19, 1973 contact was made with STS's 
President and Treasurer by T. Roulston who advised that 
Roulston & Company, Inc. was interested in buying STS's 


further advised that Roulston & Company, Inc. represented 
and handled only a very small number of large accounts 
‘consisting of banks, investment groups, pension plans a..d 
wealthy individuals, and that he could invest their money in his 
discretion and would be a single representative of all such 
shares. Roulston emphasized that his organization was not a 
trading brokerage house but an investment house interested in 
special situations. 

13. On October 16, 1973 the Board of Directors learned 


Common Stock as an investment for its clients. T. Roulston 
that Roulston & Company, Inc. had begun to acquire a 
number of STS's shares and authorized one of its members, 

Donald Davis, whose principal occupation is in the brokerage 


industry, to call Roulston. In response to his call, Roulston 


advised again that Roulston & Company, Inc. was an investment 
house which represented a very limitee number of large 
sophisticated investors, many of which were institutions and 


one or more of whom were overseas clients. Roulston again 


ee ee om coe 
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advised he sought out investments and special situations to 
put his clients into for investment purposes and not regular 
brokerage house business. During this call Defendant T. 
Roulston suggested that he had a company which viewed STS as 
a possible merger candidate. 


14. In December 1973 STS's President, tour of its 


directors and Douglas M. Johnson, a consultant who became 


mat 


STS's new president in early 1974, met in STS's San Francisco 
office with the Defendant, Roulston, the Defendant Self and 
the Defendant Mr. Hecker. At this time the Defendant T 
Roulston introduced the Defendant Self and Bee Chemical for 
the purposes of discussing a merger. At this meeting the 
Defendants Self, Hecker and T. Roulston urged an ‘mmediate 
merger of STS into the Defendant Bee Chemical. Lecer that 
day the Defendant T. Roulston met with Mr. Davis, an outside 
STS director, to again urge a merger as soon as possible. 

15. In January 1974 at the request of Defendant T. 
Roulston, Mr. Davis, met with him at the Metropolitan Club 
in New York City where Roulston expressed both his impatience 
and his disappointment with STS's consideration of a merger 
proposal and incicated his desire, in the light of the large 
block of stock held in the name of Defendant Roulston & 
Company, that further consideration should be piven to the 
merger so that the stock would shdw some performance. 


16. In February 1974 two of STS's outside directors, 


Ehrlich and Davis, met in Chicago with Nefendant Self and officers 


! Led 
I / 
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. lof Bee Chemical, at which time they were again urged to act 

i quickly on the merger proposal. 

! 17. On April 2, 1974 Defendants T. Roulston and Self 
together with Defendant Hecker met with STS's President in San 
Francisco and discussed a merger with STS, proffering the 

" four documents in Exhibit 1 hereto which were, on information 


| and belief, prepared in whole or in part by Roulston & Company, 


| tne. and which bear the headings: 

H "Conditions Facing Bee" - dated 4/1/74 

i} "Conditions Facing STS" - dated 4/1/74 

it "Rationale for Merger" - dated 4/1/74 

i “Bee Chemical" - a 12-page brochure describing 

H Bee, its business and management - dated 

| March 1974. 

18. On the morning of April 17, 1974 at a meeting of the 
Board of Directors Defendant T. Roulston as a representative of 
' Defendant Roulston & Company, Inc. again proposed the merger 
‘with Defendant Bee Chemical and stated that STS was being 
1 Mismanaged and questioned its ability to ride out the then 
3 general business decline urging that STS must change direction 
» and the proposed merger was the best course of action. 

! 19. On the afternoon of April 17, 1974 Defendant T. 

! Rowkston as a shareholder attended the Plaintiff's Annual 
Meeting of Shareholders in Rochester, New York and asked for 
and thereafter obtained additional information concerning 
STS, including a st of STS's ten largest shareholders. At 
the Annual Meeting Rouiston submitted two proxies prepared and 

| Signed by an officer of Roulston; #1 for 39,000 shares and 


a) for 7,200 shares, an aggregate 46,200 shares, copies of 


which are attached as Exhibit II. 


Oe scence ae amet oes - ot eee 
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20. On Jume 6, 1974 Defendant T. Roulston came to 


Rochester, New York and advised STS's President that Defendant 


' Roulston & Company, Inc. had been commissioned to make a 


complete study of Bee Chemical for the purposes of demonstrat- 


ing its desirability and again urged a quickening pace of 


i consideration of a merger. 


21. On July 2, 1974 STS's President met in Cleveland with 


‘Defendant T. Roulston, at Roulston's request. Roulston 


again urged the Bee-STS merger. Roulston emphasized the 
attractive borrowing base which STS would provide to Bee and 
indicated that if a merger were not consummated Defendants 
Self and Bee Chemical would have to enter into some sort of 
arrangement before the end of 1974 in order to satisfy the 
creditors uf Defendant Bee. 

22. In early July 1974 T. Roulston celivered to STS 
a Finencial Analysis of Bee Chemical Company dated June 1974 
a copy of which is attached as Exhibit III. 

23. During the period September 1973 to February 12, 1974 
Defendant Roulston & Company, Inc. while urging the Bee merger 
acquired in the market an aggregate 40,759 shares of STS's 
Common Stock or approximately 5.1% of STS's then outstanding 


shares as follows: 


| 
t 
| 


25. On August 13 Defendant Roulston distributed from 


: | 
-omplaint. 
| 
Total as a 
Shares Total Trrough % of Shares 
Month Acquired End of Month Outstanding 
1973 
Sevtember s00) 2 300 = 0.04% ' 
October 1,936 : 2,236 = 0.287 
November Sens s 10,469 = 1.307% 
December 14,962 : 25,431 = 3.167 i 
1974 | 
January 6,719 : 32,150 = 4.007% 
February 1 to 
February 12 8,600 : 40,750 = 5.07% 
24. During the period February 12 to August 13, 1974 
Defendant Roulston & Company, Inc. acquired additional 
shares as follows: | 
Total as a 
Shares Total Through % of Shares | 
Month Acquired End of Month Outstanding 
1974 ee 
February 12 
to 23 5,460 : 46,210 = 5.75% 
March 728 : 46,9338 = 5.847, 
April 8,703 : 55,641 = 6.927 
May 559 : 56,200 = 6.99% 
June 2,006 : 58,296 = 7.247% 
‘July 5,071 : 63,277 = 7.87% 
August 1 to | 
August 12 -- 63,177 . 7.867% 


its name to Defendant Bee Chemical Company an aggregate 39,000 
of Plaintiff's common stock or approximately 4.85% of Plaintiff's 
then outstanding shares. 

26. Since August 13, 1974 to January 28, 1975, the last : 
purchase, Defendant Roulston has acquired an additional 1,100 eae | 


or an additional 0.14%. 
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27. On September 17, 1974 Defendant Self met with six 
-of Plaintiff's eleven Directors in Rochester, at his request, 
‘anil advised them to the effect that Plaintiff had been mis- 
managed, that any member of the Board who had been on the Board 
over one year should resign because of their responsibilities 
for this mismanage..ent, that Plaintiff's assets were being use- 
jlessly employed, its business unprofitable, that the printing 
industry was generally a poor business, end that if he (Self) 


were in control he would re-evaluate STS and its assets and 
| 

| put them to a better and more profitable use, and that the 
" 


|| shareholders of STS would be better served by liquidating 
iy 
ithe company and investing the funds elsewhere. 


i 28. At that same meeting, on September 17, 1974 Defendant 
Self indicated to the Plaintiff's officers and directors that 
che should be a director, that STS should immediately elect him 
a director and stated that he might otherwise run for such 
office on his own. 

H 29. On October 17, 1974 STS's President and one of its 
outside directors, Davis, met at the request of Defendant Self 


!. 
‘with Defendants Self and Hecker in Chicago. STS's President 


‘ 


‘indicated his surprise to discover that Roulston had transferred 


some 39,000 shares to Bee and asked why STS was not informed 


"of Bee's ownership earlier in the year. Self generally 
‘refused comment, except to indicate that such knowledge 
might have clouded the merger discussions. Defendants 
Self and Hecker restated at length the.r earlier criticism 


of STS's prior management, its directors, its direction, its 


,profitability and its general business. 


Complaint. 


| i 


| Defendant Self concluded that he had three options - (a) to 


| 


if 


‘again demanded a seat on the Board, which demand was refused. 


continue as an investor and collect dividends, (b) to sell his 


shares, or (c) to take aggressive action towards STS. Self 


with Roulston & Company or its other clients. 


{Self refused to answer any questions concerning his relationship | 
30. During the first weeks of November Self requested a 


meeting with William Warren, an outside director of STS, offering 

| to come to Rochester the next day. Warren refused and arranged 

a meeting in Chicago as part of another trip he was taking. On 
November 15, 1974 Mr. Warren met at the request of Defendant 

Self with Self and Hecker, an officer of Bee Chemical, at O'Hare 
Airport in Chicago. Self solicited Warren's aid in acquiring from; 
private sources, which he assumed Warren represented, of a 

minimum of 100,000 additional shares of STS, quoting a wide range 


of possible prices well above current market values to obtain 


those shares. Defendant Self requested of Warren information 
concerning shares held in trusts by banks and asked if he thought 
there was a possibility of acquiring any of those shares. In 
response to Warren's inquiry he indicated he had no desire to sell 
back the shares he then owmed as it would be admitting defeat. 
Subsequent to this meeting, Mr. Warren placed a follow-up 
telephone call during the first week in January 1975 indicating 

no interest and Self responded by suggesting that Warren advise 

at what price shares would be available. On January 21, 


1975 Hecker also renewed the request on behalf of Defendants Bee 


* 


and Self. 
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31. By letters from STS's counsel, dated January 29, 
1975 to Defendants Roulston & Company, Inc., Bee and Self, 
the Defendants were requested to provide STS vith certain 
information so that it might comply with the requirements of 
Schedule 14A, Item 5(e) of the Act relating to disclosure in its 
Proxy Statement of any possible change in "control" of STS 


Copies of the letters of request are attached hereto as 


a 


Exhibit 7%. Defendant Roulston first advised by phone that it 
yas not required to respond but then subsequently advised that 
it was not a 5% shareholder by letter dated February 5, 1975 


(Exhibit V). Defendants Self and Bee declined at the suggestion 


of their mutual counsel to respond in any fashion. Plaintiff's 
counsel, after receiving oral affirm.tion of this refusal from 
Bee and Self's mutual counsel, renewed by letter dated 
February 19, 1974 (Exhibit VI) STS's request for information 
to which no reply has been received. STS's counsel advised 
the Securities and Exchange Commission of its inability to 
obtain the required information for its proxy material by 
letter dated February 19, 1975 (Exhibit VII). 
Ao. (At Aprtios, iS75, Plaintiff's transfer agent's 

records indicate that 

(a) Defendant Roulston & Company, Inc. own of record 
25,200 shares - 3.1% of the Plaintiff's now outstanding 
common stock. 

(b) Defendant Bee Chemical Company owns of record 


39,000 shares - 4.84% of Plaintiff's now outstanding common 


(c) Defendant Self docs not own of record any shares. 
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(d) Defendant T. Roulston does not own of record in 
his name any shares. 

(e) The other Defendants own of record an unknown 
number of shares of record. 

33. Regulation 14A, Rule 14a-3(d) of the Act and the 
rules of the-exchanges require STS to inquire about beneficial 
ownership and a broker to distribute to each beneficial 
owner of securities held in such broker's nominee account(s) a 
copy of the STS proxy material. In response to the request 
of STS in February 1975, Roulston & Company has requested 
only one copy of such material to distribute in compliance 
with such rules thereby indicating there is only one beneficial 


owner of the 25,200 shares held in its name. 


CLAIM 

34. The allegations and requests for relief set forth 
in the Claim are based on the facts and information heretofore 
and hereafter alleged and brought under and pursuant to 
Sections 13(d)(1), (2), (3), (4) and (6) of the Act and Rules 
13d-1, 2 and 3 promulgated thereunder by the Securities and 
Exchange Commission relating to the required filing of 
disclosure statements by the beneficial owners of 5% of any 
class of equity security registered under Section 12 of the 
Act. 

35. On information and belief, since September 1973 
Defendants Self, Bee, T. Roulston, and Roulston & Company, 


Inc. and the other Defendants (consisting of other clients 


re ——————— 
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| of Roulston & Company) formed a group or joined a combination 
and conspiracy (the Bee-Self Group), the purpose of which 
‘was to take control of Plaintiff STS, change its Board of 

' Directors, and change its historical operations and business 
‘and liquidate certain or all of Plaintiff's assets to provide 
capital for Bee's operations. This combination and conspiracy 
‘has continued unabated to the date of this Corzlaint. 

36. On information and belief the Defendants T. Roulsto 


4 


' and Roulston & Company, Inc. have acted as the agents of 


Defendants Bee and in Self in previous acquisitions and mergers 


37. On information and belief the Defendants Bee Chemical 


and M. A. Self have during the past nine years acauired a 
number of companies whose operations have been subsequently 
closed down, liquidated or moved. 

38. On information and belief the Defendants are seeking 
to obtain control of STS for the purpose of using its working 
capital, borrowing capabilities and other assets for their 
purposes and not for the furtherance of the business and 
operations of STS or the benefit of its shareholders. 

39. On information and belief since September 1973 La. 
the date hereof, Defendant T. Roulston and Roulston & Company 
have agreed to vote shares owned of record by Roulston & 
Company and beneficially by the other Defendants with 
those owned of record by Bee Chemical and beneficially by 
Self to accomplish this seizure of control of STS. 


40. Since February 12, 1974 to the date hereof the 


Bee-Self Group has owned, pooled, aggregated, acquired or 
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‘held beneficially, directly or indirectly approximately 40,750 


j shares or more of STS common stock - 5% or more of STS then 
\l 


' 
j 


i 41. Section 13(d)(1) of the Act and Rules 13d-1 and 
‘Rule 13d-3 promulgated thereunder require any person or 

iI 

group who acquires, pools, purchases, aggregates or holds 


bf 


“beneficially, directly or indirectly, 5% or more of STS 


outstanding common stock within 10 days thereafter, to file 


| 4 
' 


with the Securities and Exchange Commission and STS in 
Rochester, New York a statement required by Schedule 13D, 
ipromulgated pursuant to the Act. 

42. The Defendants Self, Bee, T. Roulston, Roulston & 
yCompany and other Defendants have not individually nor as 
I'the Bee-Self Group filed the scatement required by Section 


' 
\113¢d) of the Act and Rule 13d-1 and Schedule 13D promulgated 
| 


'thereunder. & 
43. Sections 13d(1) and 13d(6) further require the filing 

‘of a Schedule 13D by every person or group who owns 5% or more 

jot STS outstanding common stock whenever such person or group 

'shall acquire an additional 2% within a twelve-month period. 

| 44. Since February 12, 1974 when they owned more than an 

aggregate 5% the Bee-Self group acquired in excess of an 

ladditional 2% of STS. 
45. The Defendants Self, Bee, T. Koulston, Roulston & 

atone and the other Defendants have not individually nor as the 


ee-Self Group filed the additional statement required by 


Section 13(d)(1) and Section 13(d)(6) on Schedule 13D. + 


| 


‘Bee, T. Roulston, Roulston & Company, the other Defendants 


| 


"and the Bee-Self Group have intentionally concealed material 


! 
information from the Securities and Exchange Commission, STS, 
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\| 
f 46. By their failures te file the Defendants Self, 

| 

— shareholders, and the investing public, all in violation | 
'of the Act and the Rules thereunder. 
| 47. By reason of this concealment and violations of the 
lj 


‘Act Defendants Bee, Self, T. Roulston, Roulston & Company, 


the other Defendants and the Bee-Self Group huve caused STS, 


d irreparable injury which will be greatly magnified and in- 


lkts shareholders and the investing public to suffer substantial 
| 

1 

en 

itensified if they are not immediately and permanently enjoined 


from pursuing said illegal plan sid scheme. 


48. Since the date when the Bee-Self Group became 
x beneficial owners of 5% or more of STS common stock 


STS, its shareholders and investing public have been 


deprived in controvention of the Act of essential informe- 
lrion about nature of the Bee-Self Group, including the identity 
and business background of its members; the source of funds 


\for the purchase of the shares; whether or not the Group or 


Vany individual member intends to take control of STS; 
ie it intends to merge STS with any other entity; 


"whether it intends to make any changes in its operation; 


jor sell an’ of its assets or liquidate it in whole or in 
lpact whet. 2x it intends to replace management; and whether 
lor not it intends to acquire additional shares, all o* which 


Hout have been disclosed in Schedule 13D, 
| 


| ; 
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49. By reason of being deprived of the information as 
| 


aforesaid, STS's management, STS‘'s shareholders, the invest- 


jment community and the investing public have been unable for over 


thirteen months, to evaluate that information so as to 
i}intelligently determine its ultimate effect on the policy 
i, and operations of STS; and whether the Bee-Self group plans 
i weve in the best interest of STS; as well as to conclude whether 
| they wished to purchase, retain or dispose of their interests 
jin STS as a consequence of their evaluation of that information. 
} 50. The conduct of the Bee-Self Group and of its constituent 
i|members , tt2 Defendants Bee, Self, T. Roulston, Roulston & 
| Company, and the other Defendants will, if not enjoined 

(a) result in a dislocation of the normal operations 


lof STS, create uncertainty about its future control, its 


management, its policies and operations, and thereby disrupt, 


| 
aan and otherwise dislocate the ordinary course cf STS's 


|| business and its ability to pursue its business. 


(b) severely affect the orderly market in the 


common stock of STS. 


(c) result in an erosion of the confidence of the 


| 
| financial community both in the general future of STS and in 
} the continuation of management in particular so as to make 


more difficult, costly, or impossible borrowing fo. corporat 


ae 


| (d) result in an erosion in the confidence of 


||the customers of STS in STS's abiliuy to continue to vrovide 
| 
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the high levels of quality and reliability which are principal 
factors in attaining and maintaining its customers. 

(e) result in an adverse effect upon the morale 
of employees who are already concerned over a nationslly 
uncertain business climate and the possible loss of key 
employees to competitors offering havens of j > stability. 

(f) result in a continuation of grossly uninformed 
investment decisions by potential and existing STS shareholders 


as well as the investment community it large. . 


WHEREFORE, Plaintiff STS vrays 
A. That the Court adjudge each of the Defendants Bee, 


Self, T. Roulston, Roulston & Company, Inc., the Other Nefendants 


and the Bee-Self Group to have violated Section 13 of the Act 
and the Rules and Regulations promulgated thereunder; 


B. That each of the Defendants and the Bee-Self Group, 


their agents, officers, associates, affiliates and all others 
conspiring or acting in concert with them or on their behalf, 
be enjoined for a period of three years from directly or 
indirectly: 


i; voting in pers:n or by proxy any shares of STS 


| now held of record or beneficially by any of the Defendants with 


respect to (a) the election of directors, (b) any plan of merger, 


consolidation, or sale of assets and (c) any other scheme or 
plan to change or acquire control of STS which would allow any of 
them to direct STS operations or formulate its policies. 


r soliciting from any STS shareholder any proxy, 


consent or authorization or support to vote the common stock 
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! 

| 


. |/of STS, or from voting any proxy or authorization now held with 
i 


i 
| consolid ‘ion or sale of assets, and (c) any other scheme or 


respect to (a) the election of director, (b) any plan of merger, 


,plan to change or acquire control of STS which would allow any 


, of them to direct STS's operations or formulate its policies. 
il 
| 
I 


| shareholders of STS to obtain control of STS. 
i 


Js Entering into future agreements with any other 


4. Purchasing, acquiring or otherwise aggregating 
jany additional shares of STS whether in the open market, by “ 
| tender, by private negotiation or in any other manner. 
iP Using or obtaining for any purpose any list of 
ees shareholders, or disclosing information in any list now held 
iby them to any other person. 
| 6. Taking any other steps in furtherance of any 
‘scheme or plan to acquire control and take over management of 
| sts in violation of the Act and the Rules and Regulations 
| promulgated thereunder. 

C. That each of the Defendants, and the Bee-Self 
Group be directed to file with the Securities and Exchange | 


Comnission accurate statements in compliance with the requireme>* 


1 

| 

| 

| 

| 

jor Section 13(d) of the Act and the Rules promulgated thereunde 

| D. That Plaintiff be reimbursed by the Defendants, and 


ithe Bee-Self Group for the costs, expenses and damage, including 


|| reasonable attorneys' fees, caused to it by the said unlawful 
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a E. That Plaintiff have such other, different or 


| further relief as to the Court may seem just and proper. 


Dated: Rochester, New York 
‘ April G14, 1975 


HARTER, SECREST & EMERY 


By det @ ST rsemeolt 


Member of the Firm 


Attorneys for Plaintiff 4 
Office ard Post Office Address 
700 Midtown Tower 

Rochester, New York 14694 


Tel: (716) 232-6500 


il STATE OF WEW YORK ) 

. s SS. 
1 COUNTY OF MONROE ) 

| 


| 
; 


| 


DOUGLAS M. JOHNSON, being duly sworn, deposes and says: 


‘that he is an officer, to wit: President of STECHER-TRAUNG- 


{ 


| SCHMIDT CORPORATION, the plaintiff in the above-entitled 


action; that he has read the foregoing Complaint and knows the 


contents thereof; that the same is true to the knowledge of 


it to be true. 


Sworn to before me this 


DAVID £. SONN 
| NOTARY PUBLIT. State of N.Y. Monroe Coynty 


* J) 
My Corrmiasion Evpires Mach 24, 13.20, 
4 


4 


| 
| 
| 
| 
| 
| 
ae 
y) day of April, 1975. 
| 
| 


deponent except as to the matters therein stated to be alleged 


upon information and belief, and as to those matters he believes 


sv 


a 
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STECHER-TRAUNG-SCHMIDT CORPORATION 
vs. 


M. A. SELF, BEE CHEMICAL IMPANY, ET AL 


CIVIL ACTION #_ 


EXHIBIT I TO COMPLAINT 


4/1/74 
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CONDITIONS FACING BEE 


Bee Chemical Company has traditionally been a technology/ 
service oriented company specializing in coatings for plastics. 
Until the past 5 years major thrust of the company has 

been R & D and, in fact, production activities of the company 
only barely exceeded development activities. 


o 
m4 
o 


Within recent years, thes. years of investment in R & D have 
led to successful products and market development opportunities 
that have resulted in a sales growth rate for BEE in excess of 


40 percent per year. 


The natural exploitation of this work through to the maximum 
potential markets has led BEE from the position of primarily a 


coatings manufacturer into the printing and total product identifi- 
cation field. 


BEE's manufacturing, technical, and people skill resources (in 
the non-coating area) could sosn become a limiting factor in 
maintaining the growth rate and expanding market dominance of 


1adl 


the company. 


4/1/74 
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CONDITIONS FACING $.T.S. 


S.T.S. has a substantial position in a mature industry where 
meaningful growtt C ny can only come by increasec 
penetration of market, which would prob iy 
be obtained at lower margins. 


S.T.S. is facing major capit 1] expenditures in the near future 
to offset lack ig ca ae investment over the past 9 years. 
Proper utilization of this available capital is critical. It is 
questionable whether the best return on investment can be 
achieved by merely modernizing existing capebilities 


$.T.S. has acquired facilities, personnel, and market — 
tion over many years which are assets that can probably t 
better utilized in the future -- assuming a partial redirection of 
the company's total resources so 4s to generate better growth 
and profit, net of the inflation factor. 


To achieve the best result, it would appear S.T. S. shor 
cae , as a primary alternative, a merger with ancthnt © 

siness enterprise to provide the company with new busi 
aiacie: diversification, and a revitalized sense of purpc 
rather than embarking on the expensive and unproductive patn ¢ f 
expanding in highly competitive and marginal markets dominated 
by larger companies with substantially greater resources. 


4/1/74 
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RATIONALE FOR MERGER 


S.T.S. has the substantial manufacturing capability, trained 
staff, and traditional graphics technology which would comple- 
ment BEE's coating < film technology and provide virtually 
unlimited prod ion capacity for serving important newer and 
high-growth markets. 


io 
ro | 
oO 


BEE's research and market development work has identified 
dynamically growing markets which the combined companies 
would be able to enter witn a capability equal to or greater 
than those.of the anticipated major competition in these fields. 
This would appear to be a preferred alternative to heavy capital 
investment by S.T.S. directed primarily to further develop 
their current price-sensitive markets. 


BEE, as a dynamically growing leader in its industries, has 
attracted a number of outstanding young managers who “sensing 
a winner" have joined the company not only to satisfy their own 
high “drive” characteristics but to enjoy the excitement attendant 
to the development of an emerging growth company. 


It would seem that the management skills of both companies 
could be best utilized and challenged by the opportunities 
afforded in this type of merger where, through the combined 
companies, the resources will be provided to extend their con- 
siderable talents into expanded markets and products. 


Combining the companies would provide a “critical mass" which 
would enable the new company to become a leader in any cf the 
newer fields it chose to enter against current major compctitors. 


The combination of BEE's historic industrial orientation and 
§.T.S.‘'s consumer industry background would provide the com- 
pany with a market and product breadth which would be much less 
susceptible to economic downturns than for either company alone, 
and yet would provide a greater ability to respond to economic 
growth and new opportunities than could cither company alone. 
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BEE CHEMICAL COMPANY 


2700 East 170th treet 
Lansing, Illinois 60438 


MARCH 1974 
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BEE CHEMICAL COMPANY 


EARLY HISTORY 


BEE CHEMICAL COMPANY was chartered as an Illinois corporation in 

October 1945 with a capitalization of $21,000 by Dr. Johan Bjorksten as an 
adjunct to the Bjorksten Research Laboratories (a professional research or- 
ganization, now located in Madison, Wisconsin). 


In 1946, M.A. Self and C. F. Roney established a laboratory in Columbia, 
Missouri, where Roney engaged in research and development of chemicals 
for use in the blueprinting industry. 


In December of *947, it was decided to combir« the activities of BEE CHEMI- 
CAL COMPANY and those of Self and Roney, with Self taking over as President 
of BEE CHEMICAL COMPANY. BEE CHEMICAL COMPANY's annual turnover in 
1947 was approximately $100,000, and consisted of cutting oils and grinding 
fluids, some custom packaged cleaning fluids for a leading watch manufacturer, 
and the custom manufacture and packaging of a coating designed to serve as 

a wax substitute. The staff consisted of two production workers, a clerk, 

and Self. 


Also, late in 1947, an exclusive license was granted by Nash-Kelvinator 
Corporation (now American Motors) to BEE to manufacture and market @ new, 
clear coating to make polystyrene plastic resistant to gasoline. 


Following market studies, it was concluded by Self to concentrate BEE's 
limited funds and staff on the field of coatings for use on plastics and to dis- 
continue the other lines because of their comparatively limited gi: »wth and 
profit potential and/or high capital requirements. While these studies in- 
dicated there was only a limited market for the clear coating developed for 

Na: ‘1, these studies did reveal there was a small but growing need for pig- 
men.2d and colored coatings for use in painting polystyrene and other plastics 
in the appliance, automotive, sign, and other markets in which plastics were 
beginning to find an important place. 


When Mr. Roney received his Master's Degree in Chemistry from the University 
of Missouri and joined BEE in the spring of 1948, the primary effort of the 
company was concentrated on adapting the Nash-Kelvinator clear coating to 

a colored coating system for painting plastics. From this point, the Company 
concentrated on becoming the leading specialty company in the field of paints 
and Jacquers for use in decorating and painting of plastics. 
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The company experienced steady growth, reaching a turnover of approxi- 
mately $1 mi:lion annually by 1960, approximately $6 million by calendar 
year 1970, and approximately $20 million by calendar year 1973. Volume 
is expected to reach approximately $30 million in calendar year 1974. In 
spite of the company's relatively small size. by 1960 the company had de- 
veloped a worldwide reputation in the field « coatings for use on plastics 
and the related field of vacuum metallizing coatings for use on plastics (a 
process which provides plastics with a bright, reflective silver or gold ap- 
pearance). In more recent years, the company has also become an important 
factor in the field of hot stamping foils, machinery to apply stamping foils, 
quality metallized plastic film, typewriter correction paper, MICR encoding 
ribbons, and pigment dispersions. In addition, the company has a growing 
position in the fields of plastic and aluminum film laminating, various clear 
and printed pressure-sensitive adhesive-coated plastic film used to manu- 
facture nameplates, permanent labels, etc. 


Operations have remained profitable following n.odest losses during the 
first couple of years after Self took over the active management of the com- 
pany. Essentially all financing has been handled through retained earrings 
and borrowing. 


Bjorksten continued as an inactive shareholder from 1947 to 1956, at which 
time Self purchased his remaining interest. 


LOCATIONS AND OPERATIONS 


BEE CHEMICAL COMPANY (Lansing, Illinois) 


The Chicago-area headquarters -- offices, laboratory, and plant opera- 
tion -- were relocated from the south side of Chicago to Lansing, Illinois, 
in 1961, ona 15~-acre tract of land in an industrial area in Lansing, and 
BEE currently occupies approximately 120,000 square feet of buildings at 
the Lansing site. Most of the land is still available for future expansion. 


In 1968, BEE leased an 8,000 square foot building on 21,000 square feet 
of property in Troy, Michigan (a suburb of Detroit), to establish a labora- 
tory and sales facility as an extension of the Lansing operations to better 
serve the important automotive market. 


Coatings, stamping foils, and pigment dispersions are manufactured at the 
Lansing plant. Sales in the current year are projected at approximately 
$15.0 million. 
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BEE CHEMICAL COMPANY - Coze‘*ed Film Division 
(Union City and Fairfield, New Tersey) 


This division operates in two facilities in New Jersey. The Union City 
facility is 60,000 square feet and the Fairfield (Business Products) 


: ; ; < 
facility is 30,000 square feet. S*imping foils and machinery are manu- 
factur~ J at the Union City plant; and various office products, laminates, 
and metallized film are produced at the Fairfield plant. Sales in the cur- 
rent year are projected at approxir tely $9 million. 
BEE CHEMICAL COMPANY (Gardena, California) 
BLE CRENMIVAL CV NEFANT \b Mt 


A plant to manufacture coatings was established in Gardena in 1963. 

This plant enjoys a turnover of approximately $2.0 million, consisting 

of paint and pigment dispersions, and operates as a separate profit cen- 
ter under a General Manager. In addition, this division sells hot stamp 
foils produced at other sEE locations. The operation is housed in a build- 
ing with approzimately 25,000 square feet situated on approximately 
50,000 square feet of land. 


AMERI-CAL CORPORATION (Medina, Onio) 


BEE CHEMICAL COMPANY has agreed in principle to acquire Ameri-Cal 
Corporation, a small, high-quality manufacturer of pressure-sensitive 
printable films used in the graphic arts industry. 


Ameri-Cal's line of products includes printed polyester, acetate, and 
vinyl films; overlaminating polyester films ‘or protecting nameplates 

and decorative markings; gold and silver merallized polyester films for 
embossing and printing; transparent films for two-way signs and labels; 
and special pressure-sensitive products, such as "Glitter-Stix" multi- 
color aluminum flaked films, woodgrain films and anti-skid safety material 
for architectural use. 


The addition of Ameri-Ca] takes BEE into the dynamically growing, 
pressure-sensitive f.lm market in which BEE can incorporate much of its 
traditional coatings am: “lastic film technology. 


Under the previous arrangement, sales during the current year were ex- 
pected to be slightly under $1.0 million; however, BEE's in-place, world- 
wide marketing structure is expected to provide a dramatically expanded 
market for Ameri-Cal'‘s products. 
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BEE CHEMICAL COMPANY (U.K.) LTD. (London, England) 


BEE CHEMICAL COMPANY (U.K.) LTD. was established in 1964. 

BEE (U.K.) began with a small laboratory and marketing staff and ar- 
ranged to have their coatings custom made by a local paint manu- 
facturer. In October 1965, BEE (U .K.) established its own manu- 
facturing operations in a leased plant. In 1972, the coatings busi- 
ness of B.C.L. (which was jcintly owned by Cargill of the U.S. and 
Blagdens of England) was purchased, and the BEE and B.C.L. coat- 
ings operations were joined in the former B.C.L. plant (which was 
included in the acquisition) at Lower Sydenham in London. Combin- 
ing the operations permitted establishing a greater depth and specializa- 
tion in the BEE (U.K.) management, which is serving to accelerate 

the growth and expansion at BEE (U.K.) and, in turn, is enabling the 
operation to more effectively supply both the English and Continental 
markets. Sales for the current year are projected at $2.5 million, con- 
sisting primarily of locally manufactured paint and imported stamping 
foil. 


BEE (U.K.) is a wholly owned subsidierv of BEE CHEMICAL COMPANY 
and currently operates as a separate profit center in a 28,000 square 
foot building on a 1.45 acre site. The company is under contract to 
sell this property, and tentative plans have been made to relocate the 
plant in a 40,000 square foot building on a 3 acre site near Manchester, 
England, where numerous benefits are available. 


NIPPON BEE CHEMICAL CO., LTD. Osaka, Japan 


In February 1971, BEE CHEMICAL COM PANY established a 50-50 joint 
subsidiary with Nippon Paint Co., Ltd., the second largest paint manu- 
facturer in Japan, under the name of NIPPON BEE CHEMICAL CO., LTD., 
which has the exclusive rights to manufacture and market coatings for 
use on plastics in Japan and throughout much of the Far East. All plastic 
coatings technology from BEE CHEMICAL COMPANY and/or Nippon Paint 
Company is supplied to NIPPON BEE CHEMICAL CO., LTD., and any and 
all technical or marke : 'g information available to NIPPON BFE is avail- 
able exclusively to BEE and its other operations throughout the world. 
This joint venture company is in its fourth year of operations. 


BEE CHEMICAL COMPANY receives a royalty on all NBC sales. The fact 
that such a large and leading paint manufacturer as Nippon Paint would 
make this type long-term joint venture with BEE provides some indication 
of the respect with which BEE's technology and overall capability is 
regarded. 


™~ 
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The operation lost money during its first year, made a very small profit 
during its second year, and made up all prior losses and a very satis- 
factory return on sales and the investment during the third year, as was 
originally anticipated. Manufacturing for the joint venture company is 
handled by Nippon Paint Company on a toll basis. There are plans for 
NBc to establish their own manufacturing plant when the volume reaches 
the level’so this would be economical. The turnover during the current 
year is expected to be $1.5 million. 


NIPPON BEE has already succeeded in establishing a fair market position 
in Japan, Taiwan, and Hong Kong, and is currently in the process of ex- 
panding its activities to Singapore and other Far Eastern locations. 

This company is now capably staffed with well-trained technical and 
marketing groups. 


AMERICAN SUPPLY CORPORATION 


BEE CHEMICAL COMPANY is under contract to acquire a 66-2/3 percen* 
interest in American Supply Corporation, a group of five European market- 
ing organizations with warehouse and sales operacions in France, Italy, 
Germany, Belgium, and Sweden. The legal formalities are expected to 
be completed by not later than June 1, 1974. 


American Supply specializes in marketing stamping foils, application 
machinery, and liquid coatings to the plastics and graphic arts industries 
of Europe through 12 full-time salesmen. This acquisition provides BEE 

a strong marketing arm on the Continent around which to build an expand- 
ing position in Europe. The combined sales of the American Supply com- 
panies during the current year are projected to be in excess of $2.0 million. 


MAJOR PPODUCT LINES AND MARKETS 
LIQUID COATINGS 


Most of the company's business in coatings is in the form of pigmented 
paints for use on plastics. In view of the great many types of plastics, 
their susceptibility to attack by solvents, and the great variety of appli- 
cations in which plastics are used, a greater technical knowledge and 
skill is required in the development of these coatir.gs than is true for some 
of the mor. common industriai finishes for metal, wood, etc. 


Included in BEE's line of cwatings are clear finishes for use in conjunction 
with vacuum metallization. This product line can be successfully supplied 
only by those who do rather extensive R & D and who have vacuum metalliz- 
ing equipment for development and control evaluations. Also, these 


32 6 
Exhibit I Attached to Complaint. 


products can be successfully marketed only by supplying a goodly amount 
of technical assistance and service to the customer, which requires an 
experienced technical service staff knowledgeable in this field. 


Sales of coatings for the current year are expected to be approximately 
$14.0 million, with over 90 percent being for use in painting of plastic 
and/or for use in conjunction with vacuum metallization of plastics. 


It is estiniated that BEE's current coatings business is divided by market 
approximately as follows: 


Automotive 35% 
Appliance (including TV and radio, 


air conditioners, etc.) 25 
Fumiture §-19 
Building products 5-10 
Other 20-30 


PSE has traditionally concentrated on those markets which demand high 
quality and in which there are rigid specifications for performance. 
Therefore, BEF has gained a good reputation and the necessary experience 
to supply quality coatings for use on plastics on both the interiors and 
exteriors of automobiles, exterior plastic shutters (in the building products 
field), high-abrasion and alcohol-resistant products for use on TV cabinets. 
Additionally, BEE he» developed the ability to provide products with the 
desired esthetic characteristics to meet continually changing designer 
requirements. 


Over 90 percent of BEE's coatings products are sold through its own sales 
force, with qualified agents being used in selected areas where staffing 
by direct sales personnel is not justified. 


BEE has approximately 800 coatings customers in the United States. These 
include captive plants in the automotive, appliance, clock, sign, and 
other markets, as well as custom molders and finishers serving these end 
users. Due to the size and financial strength of the customers, credit 
losses have been minimal. 


UNIVERSAL COLOR DISPERSIONS 


In 1971, the compa: * introduced a unique line of pigment dispersions 
compatible with e. sentially al! .on-aqueous industrial finish vehicles. 
BEE originally develcped the Universal Color Dispersions to simplify its 
own manufacturiny operations. 
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A special division and sales agents were established to market these 
dispersions to other coatings manufacturers and users of pigment dis- 
persions. Sales during 1973 amounted to approximately $700,000. 
Sales during the current year are expected to exceed $1.5 million. 
This product line has been exceptionally well received, and the sales 
growth rate has been primarily controlled by the limited availability of 
pigments. 


A new dispersion system is being added, a new Aqua Line, w tich has 
wide compatibility in aqueous industrial finishes., This new product 
line holds special interest at this time in that it eliminates technical 
difficulties in pigmenting high-quality water coating systems for indus- 
trial applications. 


HOT STAMP FOIL AND 
STAMPING FOIL MACHINERY 


In late 1971, it was determined that BEE CHEMICAL COMPANY would 

enter the new and rapidly growing field of hot stamp foils. Hot stamp 

foil is manufactured by using a thin plastic film (polyester or cellophane) 
which is coated by one of several methods. Customers who purchase hot 
stamp foil transfer the coatings from the plastic film carrier to the plastic, 
paper, or other surface by use of 1 hot roller and/or a stamping die. Hot 
stamp foils essentially provide an alternate method of painting or coating 
plastics, paper, leather, and other surfaces. 


Hot stamp foils are supplied in straight pigmented colors, brights (clear 
coatings between which is sandwiched vacuum metallized aluminum giv- 
ing the appearance of bright silver, gold or chrome), and/or special de- 
signs (such as simulated woodgrain appearances). A typical application 
for a woodgrain hot stamp foil is on plastic TV cabinets where a sandwich 
of up to seven coats (which have been applied to a plastic film carrier by 
use of a multi-head gravure printing press) is then transferred from the 
plastic film carrier to a TV cabinet by heat and pressure. In such an in- 
stance, hot stamp foils greatly simplify the user's coating operations by 
eliminating the need to apply the coatings singly. BEE's ability to manu- 
facture woodgrain hot stamp foils on multi-head gravure equipment in 
register, so as to provide high-quality printing and fine detail, makes 
possible a much improved appearance over what is possible otherwise. 
Hot stamp foils also eliminate pollution problems for the customer in that 
organic solvents are eliminated for the user. 


A 5-year-old study by a leading plastic film supplier indicated the hot 
stamp foil market was expected to grow at 25 percent compounded annually. 
Our own studies indicate this was a conservative estimate. 
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BEE CHEMICAL COMPANY had an unusually strong pos:tion for entering 
this market in that the customers (including large automotive manu- 
facturers, appliance manufacturers, and plastic molders and decorators) 
were existing customers for BEE CHEMICAL COMPANY coating products. 
Second, BEE had the in-depth coating technology for the high-specifica- 
tion coatings desired by these outlets. Thus, to manufacture foil, BEE 
installed coating, printing, and continuous vacuum metallizing equip- 
ment to apply the coatings to the plastic film carrier in a new $1 million 
plant in Lansing in 1972. 


In April 1973, the Roll Leaf Division of Howmet Corporation was acquired 
and became the Coated Film Division of BEE CREMICAL COMPANY. The 
Howmet acquisition provided BEE with established products and markets 
in the hot stamp foil field in excess of $3 million in annual turnover. By 
virtue of BEE's superior coating technology position, the Howmet products 
have in a number of instances been upgraded. 


Howmet's marketing strengths and products served to complement those 

of BEE in the hot stamp foil field in that Howmet was strongest on the 
East Coast, in the export market and in the U.S. distributor market, while 
BEE was strongest in the Midwest and West with a strong, direct sales 
force in the automotive and appliance markets. Total stamping foil sales 
for the current year are projected at $9-10 million. 


Further, the Howmet acquisition provided BEE with a line of well-designed 
application equipment. Howmet's turnover in this line was approximately 
$800,000 per annum. This was a highly desirable addition in that all 

other leading manufacturers of hot stamp foil also manufacture and supply 
application equipment. Howmet had a small but capable engineering staff 
which became the nucleus for expanding and improving the equipment line. 
Sales of machinery for the current year are projected at $1.3 million. 


BUSINESS PRODUCTS AND 
OTHER MISC “LLANEOUS PRODUCTS 


The Fairfield operation, also acquired from Howmet, provided BEE with 
important diversification in a related line in that this facility offers a 
number of well-received products in the office products field. These con- 
sist of coated plastic film or paper, which are used employing the cold, 
rather than the hot, transfer method. The growth potential in this market 
appears excellent and BEE's coating technology is being used to good ad- 
vantage to expand and improve upon the product lines in this part of the 
business. This product line consists of typewriter correction products, 
magnetic encoding ribbons, composing ribbons, and metallized film for 
off!se copiers. Also, a small volume of ~‘astic film and aluminum foil 
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is coated, laminated, and slit for sale as electrical cable wrapping. 
The volume at Fairfield is approximately $2.5 million. 


Assuming the Ameri-Cai acquisition is completed as expecred, an addi- 
tional $1 million in turnover will be added with this line of adhesive 
products. 


TECHNICAL 


From the beginning, BEE established the plan to have a strong R & Dand 
technical service competence in that it was involved in the new field of 
plastic coatings in which knowledge was very limited. This established 

for BEE an early reputation of having an unusual capability to solve customer 
problems and to innovate new ideas, which in turn served to open new mar- 
ket possibilities. Out of a total BEE staff of 600 (excluding our joint venture 
company in Japan), approximately 70 employees are engaged in the technical, 
product development, and technical service sides of the business. 


MARKET POSITION 


The market for plastics is growing more rapidly than the general economy. 

C & E News reported plastics had a growth of 19.7 percert during the year 
1973. While detailed studies have not been made, it is the judgment of 

BEE CHEMICAL COMPANY's marketing staff that the market for coatings for 
plastics and hot stamp foils for use on plastics is growing more rapidly than 
the market for plastics because the new and expanded uses for plastics in- 
creasingly involve the use of coatings and/or foils for either decorative or 
functional purposes in the automotive, furniture, building products, etc. 
fields. For example, sales at BEE (Lansing) expanded in excess of 53 percent 
during the fiscal year ending January 31, 1974, as a result of growth of the 
total market, increased market penetration, and expansion of the product line. 
Due to BEE's combined emphasis on technical competence and a strong direct 
sales and marketing program, it is anticipated BEE will further increase its 
market share of coatings, hot stamp foil, and other products during the com- 
ing year. 


While no reliable information as to the total market for plastic coatings is 
available, BEE estimates it currently holds 20 percent of the total market in 
the United States, and substantially lesser amounts in other important world 
markets in which BEE is currently in the process of establishing strong posi- 
tions. Our shére of the hot stamp foil market is approximately 10 percent. 
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MANAGEMENT 


M. A. SELF has served as President of BEE CHEMICAL COMPANY from 
1947 to the present. 

Mr. Self received a B.S. degree in Chemical Engineering from the Uni- 
versity of Kansas in 1943. 

Prior to joining BEE, he worked four years for Sharples Chemicals, Inc. 
(now Pennwalt) in research and market development. 

He is 52 years old. 


ARTHUR S. HECKER has served as Vice Chairman of the Board of BFE 
CHEMICAL COMPANY since April 1973. 

Mr. Hecker attended University School in Cleveland, Ohio, 1nd Babson 
Institute of Business Administration in Wellesley, Massache setts. 

His employment history includes 22 years with A. W. Hecker Company, 

a manufacturer of aircraft sub-assemblies. He served as President from 
1958 until 1971. 

Mr. Hecker also spent one year with Merrill Lynch, Pierce, Fenner & 
Smith; and is a Director of Pioneer Mutual Funds in Boston, Massachusetts. 
He is 46 years old. 


ROGER F. HRUBY, Executive Vice President, has been with BEE CHEMICAL 
COMPANY ten years and has operating responsibility for the U.S. operations. 
Mr. Hruby received a B.S. de,ree in Chemistry from North Central College 
in 1958, and an M.B.A. from the University of Chicago in 1972. 

Prior to rejoining BEE, he worked with Michigan Chrome & Chemical for one 
year as Sales Manager. His employment history also includes four years as 
President and chief executive officer for Plastron Corporation, as well as 
Chairman and chief executive officer oi Litho Glass Inc. 

He is 39 years old. 


JAMES C. EDWARDS. Corporate Vice President of Finance, has been with 

BEE CHEMICAL COMPANY for ei. 1t years. 

Mr. Edwards received a B.B.A. degree from the University of Cincinnati in 
1955, majoring in Finance. 

Mr. Edwards has served BEE as Corporate Controller; Vice President, Opera- 
tions of the Certral Division; and recently as Vice President and General 
Manager of the Western Division. : 

Prior to joining BEE, he had 11 years' experience with Arthur Andersen & Co., 
serving as Manager of Small Business Division in their Cincinnati office. 

He is 43 years old. 


37 
Management Exhibit I Attached to Complaint. 2 


SEBASTIAN J. DOLCE, General Manager of the Coated Film Division in 
New Jersey, joined BEE CHEMICAL COMPANY in April 1973. 

Mr. Dolce graduated with a B.S. degree in Mechanical Engineering from 
Pratt Institute of Technology. 

Prior to joining BEE, Mr. Dolce had served as Director of Operations of 
the Roll Leaf Division of Howmet Corporation. He has also served as 
Executive Vice President and General Manager of Lewis Engineering Co. 
and President of Mecca Machinery Co. 

He is 51 years old. 


GEORGE D. LUTZ has been with BEE CHEMICAL COMPANY for two years 

and is Genera! Manager of Western Division in Gardena, California. 

Mr. Lutz's educational background inciudes a Bachelor of Cheinical En- 
gineering degree from Villanova University (received in 1963), two semesters 
of law courses at Temple University, and one semester M.b A. courses 

at Temple University. 

Prior to joining BEE, he had three years' experience with Atla.:ic Refining 

as a Development Engineer. He also had four years with General Electric 

as Manager, Market Development. 

He is 33 years oi: 


RICHARD E. JARZOMBEK, Director of Coatings Resecrch & rslopment, 
has been with BEE CHEMICAL COMPANY for 22 yeers. 

Mr. Jarzombek received a B.S. in Chemical Enginecciny from. Purdue 
University in 1951. 

He is 44 years old. 


CHARLES F. RONEY has been with BEE CHEMICAL COMPANY for 26 years, 
and his current position is Manager, Research & Developmert -- Foil Div. 
Mr. Roney has a B.S. in Chemical Engineeriny, which he receivud from 
Missouri University in 1945, and an M.S. in Organic Chemistry from 
Missouri University, which he received in 1948. 

Prior to joining BEE, he worked at Sharples Chemicals for two years asa 
chemist. 

He is 56 years old. 


DAVID G. FRITZINGER has Leen with BEE CHEMICAL COMPANY for 5-1/2 
years, and his current ¢ sition is Manager of the Automotive Division. 

Mr. Fritzinger received a B.£. degree from Indiana State in 1960. He has 
30 hours of graduate work in Chemistry. 

Prior to joining BEE, worked at Sherwin Williams for 4-1/2 years as 
Group Supervisor for a..omotive Development. His employment history also 
includes four years of teaching math and chemistry at the high school and 
junior college level. 

He is 35 years old. 
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JOHN V. SYNOL joined BEE CHEMICAL COMPANY in 1974 and is Director 
of Opera’ ons at Lansing, Illinois. 

Mr. Synol's educational background includes a B.S. degree in Chemical 
Engineering from Newark College of Engineering. 

Prior to joining BEE, Mr. Synol was with Inmot Corporation for 14 years, 
serving in various capacities including Design and Process Engineering, 
Plant Engineer, Plant Superintendent, Plants Manager for North Carolina 
and New Jersey facilities, and National Accounts Manager. 

He is 32 years old. 


DR. ROBERT ROZETT, Manager of Engineering and Planning at Lansing, 
Illinois, joined BEE CHEMICAL COMPANY in 1974. 

Prior to joining BEE, Dr. Rozett served for seven years as Technical 
Director of Celanese Coatings Company. He has also served as Technical 
Supervisor for Allied Chemical Co. and Merck & Co. 

Dr. Rozett received his B.S. and M.S. degrees in Chemical Engineering 
from Columbia University, and received his Ph.D. in Chemistry from North 
Carolina State University, where he also served as a Professor of Chemica] 
Engineering. 

He is 45 years old. 


RALPH F. RIEDEL joined BEE CHEMICAL COMPANY in 1974 as Special 
Projects Manager, Foil Division. Mr. Riedel came to BEE from Dri-Print 
Foils, Inc., where he had served as Vice President and General Sales 
Manager. He has also served as Marketing Manager for MSL Plastics 
Division of MSL Industries and handled technical sales for Rohm & Haas Co. 
Mr. Riedel received his B.A. in Chemistry from American International 
College. 

He 1s 43 years old. 


M. K. DAVIES, Managing Director, BEE CHEMICAL COMPANY (U.K.) LTD. 
Mr. Davies joined BEE (U.K.) in 1972 as Sales Manager after serving as 
Sales Manager of B.C.L. Coatings, Ltd. Mr. Davies has also served as 
Manager of the London Branch of Coolag, Ltd., a subsidiary of Shell Oil Co. 
He is 34 years old. 


DAVID W. MENDEZ, Director of Operations, BEE CHEMICAL COMPANY (U.K.) 
LTD. Prior to joining BEE (U.K.) in 1972, Mr. Mendez was Chief Chemist 
for B.C.L. Coatings, Ltd. His employment history includes serving as 
Production Manager for B.J.N. Paint Co. (Ltd.) and as a chemist for the 
Ministry of Defence. 

He is 38 years old, 
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PROXY FOR THE ANNUAL MEETING ON APRIL 17,1974 39,000 shs 


KNOW ALL MEN BY TIIESE PRESENTS: , #01 
That J, the undersigned, a stockholder of Stecher-Tr : 
n . tned, ockh s -‘Traung-Schmidt Comoration, do hereby constitute and 
appoint Ralph J. Wrenn, Jolin W. Kemington, George R, Williams and Dougias M Relentless any a mae 


je apr gonad of substitution, as proxies to appear and vote all of the shares of common stock standing in the name 
poh. ¢ poy wn ae at the Annual Meeting of Stockholders of the Stecher-Traung-Schmidt Corporation to be 
in the Auditorium of Lincoln First unk of Rochester, One Lincoln First Square (Vhird Floor), Rochester 


New York on the 17th day of April A ' 
April, 1974 at four o'clock P. M., and at ! 
undersigned hereby instructs said atturncys to vote: Pe ee 


(a). For the election of ten directors: 

(b) FOR CO) AGAINS1 © the selection of C d ne fi 
- Mac mafanctny sana Bid ase 1 oopers and Lybrand as auditors for the Company for the fiscal 

¢) upon any other business that may properly come before the meetin 

X t 5. Or any adjournment thereof. 
fg ag age tment BY THIS PROXY WILL BE VOTED AS DIRECTEQ BY TUE S TOCKHOLDER 
4 ECIFIED, THE PROXY WILL BE DEESMH31}9O APPOIN LES IT JT TY 
TO VOTE FOR ITEM (b) OINT PROXIES WITH AUTHORITY 


Dated April a, enn ere ge tee me WU ESIC UE 
Please date, sig. and return this proxy ‘ae the’ chelosed St: denver; 
; promptly ‘tr theendlosed stamped! envelepe. 
THIS PROXY IS SOLICITED ON BEHALF OF THE =" 
MANAGEMENT OF STECHER-~TRAUNG-—SCHMIDT CORPORATION 


STECHER-TRAUNG-SCIIMIDT CORPORATION 
PROXY FOR THE ANNUAL MEETING ON APRIL 17, 1974 #02 


KNOW ALL MEN BY THESE PRESENTS: 7200 shares 
That I, the undersigned, a stockholder of Stecher-Traung-Schmidt Corporation, do hereby constitu» and 
appoint Ralph J. Wrenn, John W. Remington, George R. Williams and Douglas M. Johnson, or any them, 
with power of substitution, as proxic: to appear and vote all of the shares of common siock standing in the name 
of the undersigned, at the Annual Mecting of Stockholders of the Stecher-Traung-Schmidt Corporation to be 
held in the Auditorium of Lincoln First Bank of Rochester, One Lincoln First Square (Third Floor), Rochester, 
New York on the 17ih day of April, 1974 at four o'clock P. M., and at any and all adjournments ther< of; and the 
undersigned hereby instructs said attorneys to vote: 
(a) For the electic:. of ten directors; 
(b) FOR ©) AGAINST Ci the selection of Coopers and Lybrand as auditors for the Company for the fiscal 


year ending December 31, 1974; 
(c) upon any other business that may properly come before the meeting or any adjournment thereof. 


THE SHARES REPRESENTED BY THIS PROXY WILL BE VOTED AS.DIKECTED BY THE STOCKHOLDER. 
IF NO CHOICE IS SPECIFIED, THE PROXY WILL BE DEEMED TO APPOINT PROXIES lad be H AiMPFHORITY 
TO VOTE FOR ITEM (b). WZ Mh Pp) cabin 
By 2 I CLs 4 SAE 
Dated April ea ear rae oe 
Please datc, sign and return this proxy promptly in the enclosed stamped envelope. 
THIS PROXY IS SOLICITED ON BEHALF OF TIIE 
MANAGEMENT OF STECHER—TRAUNG--SCiiMIDT CORPORATION 


LGinges 7 : acieacil (7 
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Introduction 


Bee Chemical Company was chartered in 1946 as an Illinois corpor- 
ation by Or. Johan Bjorksten as an adjunct to the Bjorksten Research Lab- 
oratories, a professional research organization located in Madison, Wis- 
consin. In that same year, M.A, Self and C.F. Roney engaged in the re- 
search and development of chemicals for use in the blueprinting industry. 

Late in 1947, the two activities were merged and M.A, Self became 
the President of Bee Chemical. At this time the company produced cutting 
and machining o:!s and was also a custom manufacturer and packager of a 
coating designed to serve as a wax substitute. 

The marketing direction of the compary changed late in 1947 when 
an exclusive license was granted by Nash-Kelvenator Corporation (now Amer- 
ican Motors) to facture and market a new clear coating, which provided 
a@ gasoline-resistant covering when applied to polysty,ene plastic. From 
this time on management decided to direct all of its funds and staff to 
coati: for use on plastics and discontinue all other product lines. The 
company concentrated on becoming t..2 leading specialty company in the field 
of paints and lacquer for use in decorating and painting of plastics. Over 
the past 25 years, the Con..any has become a leading factor in the plastic 
coating industry. The Company now has over 600 customers for the coating 
products and over 700 customers for non-coating products that have been 


developed or acquired in recent years. 

New product development, tight quality control, and persistent 
sales engineering have been the important factors in Bee's success in 
serving the rapidly changing plastics industry. Coating applications have 
been multiplying even faster than the plastic industry which, in turn, 


has enjoyed an above average inuustry growth rate. 


The total indust. al coatings sector of the paint industry has 
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been growing over the past 15 years at an annual rate of 3.7% for gal lonage 
and 5.8% for dollar sales Industry economists are expecting that during 
the 1970's gallonage will grow at a 4.0% rate and sales at 6.0%. However, 
coatings for plastics should grow at least half again as fast or 6.0% and 
9.0% for gallonage and dollar sales respectively. 

Research and development has always been paramount at Bee. Over 
the last five years the Company has spent more than a million « .¢ a half 
dollars in research and development with over $490,000 spent in the last 


fiscal year. 


Product Lines 


Coating for plastics - According to industry sources that we inter- 
viewed, Bee is one of the two recognized leaders in this specialized field. 


Bee's coatings are sold to the following markets: 


Automotive 35% 
Appliance and general industrial 4O% 
Miscellaneous plastics 25% 

100% 


In all of these markets the number of different applications are multiplying 
every year. Less than 10% of Bee's coatings are applied to non-plastic 
surfaces. 

The evcrage price per gallon of Bee coatings is $5.78 wnich is sub- 
stantially ahead of the overs!! industrial coating average of around $3.25 
per gallon. The reascn for the large spread is that Bee's product is nor- 
mally developed to so’ve a customer's specific coating problem which ental Is 
the support of Bee's technical service laboratories. Therefore, Bee's sales 
are done on a ,ob order basis and ce mand a higher unit price. 

Bee's current market share is estimated to be 10%. This market 
penetration is forecasted by management to increase to the level of 12% to 


15% during the next couple of years as a result of 4 larger sales force, 
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the penetration into new territories and a superior product position. Bee 
also foresees an increas: in sales because of the ever increasing use of 
plastics in new applications. For example, the furniture industry is re- 
placing wood with plastics which require new and specialized coatings. 
Another market that is expanding at a fast pace is coatings for the textile 
industry and 8ee plans to enter this market in the near future. 


Uni ersal Color Dispersion (UCD) - This product is newly developed 


by Bee and is a derivative of the basic coatings business. As a marketing 


“tool, the Company has always promised fast delivery and being a job order 


ship, the company nv=zed a way to have in stock pre-dispersed pigment. UCD 
meets this need by dispersing pigment ahead of time in a meduim that is 
compatible with nearly all end-use resin systems. Now when an order is re- 
ceived, the proper color UCD is simply added to the particular resin without 
going through a pigment formulation process that can consume 1] to 2 days oi 
ball mill time. 

This "pre-production" pigment system is also attractive to large 
paint companies as a means of reducing inventory of small volume colors and 
in gaining better equipment utilization. Smaller paint companies that can 
appreciate the cost and time savings potential will add to the market 
potential for UCD. The major market will be manufacturers of industria! 
coatings rather than makers of ''trade sales'' paint for the retail and 
contractor markets, 

Sales of Bee's UCD products are on a growth curve that is doubling 
each year and wou'a be even higher if sufficient raw materials were available. 
Volume is expected to go from $700,600 in fiscal 1974 to $1,750,000 i- 
fiscal 1975. in fiscal 1976, sales will be assisted by the new plant in 
England which will begin to manufacture UCD. About 50% of last year's sales 
was used in-house and S0% was sold to other coatings manufacturers. Since 


a large part of the domestic sales of UCD are sold to Bee's competitors, the 


{ 
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Company believes that a separate distribution channel is appropriate. Pre- 


sently, the product is being sold by manufacturer's representatives under 
the direction of a product manager at Bee who reports to the Executive- 
Vice President rather than to the Sales Manager. 

Hot Stamp Tape - At the end of 1971, Bee entered the new and rapidly 
growing field of hot stamp tape (often called hot stamp foil, roll leaf, or 
coated film). Hot stamp foil is manufactured by using a thin plastic film 
(polyester or cellophane) which is coated. Users of the tape transfer the 
coating from the plastic film carrier to the plastic, paper, or other surface 
by use of a hot roller and/or stamping die. The tape essentially provides 
an alternate method.of painting or coating. 

The foils are supplied in pigmented colors, brights (clear coatings 
between which is sandwiched vacuum metallized aluminum to give the appearance 
of bright silver, gold or chrome), and patterns (such as simulated woodgrain 
which can be used on TV cabinets, clocks, radios, etc.) Foils simplify the 
user's coating operations by eliminating he need to apply the coatings 
singly and to wait for drying ree This coating method has the additional 
advantage of transferring the pollution problems from the user's factory to 
Bee's facility where it can be dealt with on a single source basis. 

Bee had been buying substantial quantities of tape from the Japanese 
but now purchasing is limited to some “brights'' since in-house capability has 
been attained. For the most part, the tape made at Lansing meets @ high 
specification level which appeals to big volume users such as automotive ani 
appliance manufacturers. Bee has invested heavily in the development of 
high-qua!ity tape production over the last two years and should now begin to 
reap the reward of these efforts. The .avings due to in-house production vs. 
purchases from Japan is approximately 40% of cost. The tape produced at 


Union City enjoys a broader market and a longer list of customers but for the 


most part does not meet the same high specifications as Lansing's tape. Both are 
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similar in appearance but are produced for a different market. 

Bee estimates its share of the tape market was about 10% in 1973 
and expects to strengthen its position to 15% by fiscal 1976. This optimism 
is predicated upon the following factors: 

- Improved productivity and product quality at Union City 

- Improved product quality at Lansing 

- Increased marketing overseas. 
Market growth has been very ' -rong and is forecasted by a major supplier of 
plastic film to increase more than 25% annually during the next few years. 

In conjunction with hot stamp sales, Bee manufactures and assembles 
a broad line of machinery for the stamping application. These machines 
range in price from $1,500 to $20,000. Bee plans to invest more funds in 
this area in order to become a stronger competitor. 

Although there are several other companies that also produce this 
machinery, there are only a li «ted number of other producers of both 
film and machinery. Bee believes this ability to offer "the razor as well 
as the blade'' provides a marketing edge over many of its rivals. Further- 
more, Bee should maintain this edge since the start-up cost of entering the 
machinery business is high enough to discourage "'tape only'’ competitors. 

Business products - In 1973, the company diversified into the 
area of business products such as typewriter correction products, magnetic 
encoding ribbons for checks and credi: cards, composing ribbons, and 
metallized film for office copiers. These products are presently being 
made for companies such as Burroughs and NCR. In the future, the 
company may decide to market these items under the Bee label but presently 
marketing and promotion costs have delayed such a move. 

Future Market Trends 
From a macro-economic point of view there are some trends that will 
benefit all of Bee's products: 


- Environmental control at customer factories makes hot stamp tape 
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more attractive than traditional coatings since the solvent 


disposition problem is eliminated. In effect, hot stamp tape 
producers «ich as Bee deal with the pollution problem at their plants 
and the customer receives a ''clean process'' material for application 


to his products. 

~ Energy conservation will dictate greater usage of ligher weight 
materials such as plastics due to considerations of energy con- 
sumed in manufacturing the product components and in transporting 
the finished products. In effect, ''frozen petroleum" in the form 
of recyclable plastic will gain on other materials that use more 
petroleum on a non-recoverable basis. 

- Automotive safety and lower cost of repair requires more plastic 
in such areas as bumper fillers and flexible front ends. There is 
reason to believe that more exterior parts will go plas.'’c for 
corrosion resistance so cars will be kept longer by criginal owners 
and thereby reduce the need for new raw materials. Interior usage 
could increase as more passive restraint systems are introduced 

for safety reasons. 

- Maturity of plastics as a material that is no longer a ''cheap 
substitute''. This maturation of plastics as a qual ity material in 
it's own right has been aided by the producers of super-quality 
coatings and hot stamp tape who, in turn, benefit from the expanded 


volume of hig! er-priced applications. 


The net effect of atl these "big picture’! trends will be more synthetic 


materials for Bee to coat with paint or hot stamp products. 


Plant Locations 


Geographically, Bee has expanded its manufacturing coverage nation- 


ally and internationally to match its marketing patterns. Operations are 


now performed at five locations in the United States: Lansing, !llinois; 
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Troy, Michigan; Gardena, California; Union City, New Jersey, and Fair- 
field, New Jersey. Overseas loc:itions include London, England and Osaka, 
Japan. 

Lansing, Illinois - The corporate headquarters as well as the 
Central Division management are located at Lansing which is 20 miles south- 
east of Chicago. The plant consists of 120,000 square feet in three single- 
story buildings. Office, laboratory, manufacturing and warehousing facilities 
are all relatively new (1961 or later) with substantial additional space 
being completed in the past two years, The lease rental is $105,000 paid 
to . ' associated company. 

This plant manufactures coatings, UCD, and hot stamp tape. Ex- 
tensive testing equipment is on hand for quality control, sales engineering, 
and research. : 

Warehousing is primarily confined to raw materials inventory with 
the finisied goods inventory consisting mainly o. products ordered for 
release us> a 90-day period. This order release program is a customer ser- 
vice ar.» che savings from volume batching are shared with the customer. 
Ssate'ners and drums are always stored in highway trailers to avoid occupy- 
ing plant space and double handling. 

The older warehouse building is in the process of being converted 
into a manufacturing facility for UCD which will increase capacity by 200% 
to 300% of current volume. With this separation of UCD and coatings cro- 
duction into two different buildings, about 25% more coatings capacity 
will be available. This move will also eliminate the current exposure of 
clear coatings to air~borne pigment contamination as a result of being 


made in the same space as the UCD, 


Hot stamp tape manufacturing is centered in the newest bu! ng 
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and present capacity can he expanded by 150% with the addition of around 
$200,000 worth of equipme: ¢ A considerable amount of expansion can occur 
at Lansing without adding new floor space. Moreover, there is additional 
land available if and when more space must be built. 

Troy, Michigan - This 8,000 square foot facility was estaplished 
to serve the automotive industry with a specialized sales staff and labor- 
atories. This facility is an extension of the Lansing operation. Lease 
rentals are $14,000 per year. 

Gardena, Cal‘‘ornia - Offices, manufaccuring and warehousing are 
located in a 25,000 squa.e foot plant. This facility censtitutes the 
Western Division which manufactures its own coatings and UCD but acts as a 
distributor of hot stamp tape. The annual lease rental is $30,000. 

Eastern Division - During April, 1973, the Company purchased from 
howmet Corporation certain operating asse s located a. Uniun City and 
Fairfield, New Jersey. The purchase price .as $1,600,000 co: sist’ 1g of 
$627,000 for machinery and equipment and $_/3,000 for inventory. The ac- 
quisition was accounted for as a purchese so the results of operations are 
included in the consolidated financial statements from the date of acquisi- 
tion. The Union City location is now the Coated Film Division of Bee and 
the Fairfield is the Business Products Division. 

Union City, New Jersey - This acquisition provides Bee with a 
broader line of established coated film products and markets. These pro- 
ducts compliment the generally higher specification tapes which are 
produced at Lansimg. In addition, Union City augments Bee's sales force on 
the East Coast. And finally, the acquisition gives Bee a line of zpplica- 
tion equipment to be used with the hot stamp tape. Offices, !aboratories, 
manufacturing, and warehousing are housed In an old multi-story building in 
the center of Union City. This facility has 60,900 square feet at an 


annual rent of $60,000 until April 1976. 
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The middle section of the first floor (around 20,000 square feet 
not included in the above 60,900) of the Union City complex is leased to 
the Siebert Trucking Company which makes a poor building layout even worse. 
Moreover, the city is contemplating acquisition of this property for use 
as a parking garage sir.ce this is an extremely high density neighbor’ 30d 
and parking is sorely needed for the nearby shopping area. The city might 
use condemnation harassment over pollution to force this issue. On the 
other hand, the city would lose a large number of jobs for unskilled workers 
so this issue may not be seriously joined for a long time. Relocation of 
‘inion City operations to Fairfield is currently not entirely feasible be- 
cause of the aatural gas shortage which has led to restrictions on new 
plants that have a high rate of gas usage such as Bee where gas is used in 
the drying process for the hot stamp tape manufacturing. 

Fairfield, New Jersey - This facility produces all of the office 
products. The plant itself has 31,300 square feet located on 6 acres with 
an annual lease of $36,700. Bee holds an option for the purchase of this 
property at an extremely favorable purchase price of $450,000. There is 
a large amount of unused or under utilized space which wouid permit doubling 
or tripling of output without adding more square footage. 

The new manager at Fairfield has solved the probiem of eac.ssive 
returns of M.:& tape and is making significant productivity gains through 
in-house machinery design and re-design. There is also better inventory 
control and marketing support. The whole workforce seems to be ''turned o7'' 
to really produce. The second shift now in use could be expanded and 
capacity would double with a minimal addition of equipment. A new sales 
manager and technical man are being added to expand the sales of business 


products. 
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There are opportunities for substantial economies at Union City 
and increased productivity at Fairfield. Ben Dolce, the General Manager 
and his staff seem very capable and well motivated to realize these 
opportunities. 

Bee Chemical Company (U.K Ltd. London, England) - This wholly- 
owned subsidiary, was established in 1964. Bee (U.K.) began with a small 


laboratory end marketing staff and arranged to have their coatings custom 


macs by a local paint manufacturer. In October 1965, Bee (U.K.) established 
its own manufacturing operations in a leased plant. In 1972, the coatings 
business of B.C.L. (which was jointly owned by Cargill of the U.S. and 


Blagdens of England) was purchased. Bee and 8.C.L, coatings operations 

were joined in the former B.C.L. plant (which was included in the acquisition) 
at Lower Sydenham in London. Combinirg the operations permitted establishing 
@ greater depth ad specialization in the Bee (U.K.) management. This is 
se-ving to accelerate the growth and expansion at Bee (U.K.) and, in turn, 

is enabling the operation to mor “fectively supply markets in both the 
United Kingdon and the continental countries. 

Sales consist primarily of locally manufactured coatings and import- 
ed stamping foil but UCD will be manufactured next year when operations are 
moved from the London area to Manchester. The Manchester plant is evailable 
now and Bee plans to complete the move by December 1974. 

Nippon Bee Chemical Co,, Ltd,, (Osaka, Japan) - In early 197i, Bee 
Chemical Company established a 50-50 joint subsidiary with Nipnon Paint 
Company, Ltd., the second largest paint manufacturer in Japan, under the 
name of Nippon Bee Chemical Co., Ltd. which has the ex lusive rights to 
manufacture and market coatings for use on plastics in Japan and throughout 
much of the Far East. All plastic coatings technology from Bee Chemica) 
Company and Nippon Paint Company is supplied to Nippon Bee, and any and all 


technical or marketing Information available to Nippon Bee is available 
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exclusively to Bee and its other operations throughout the world. This joint 


venture company is in its fourth year of operations. Bee Chemical Company 


receives a royalty on all Nippon Bee sales. 


Personnel 


Management has been strengthened in recent years by the addition 
of several key executives and middle management people. Profiles of these 
people are shown in Exhibit A . One of the key attributes of the top 
management group at Bee is their appreciation of sales problems. Each, in- 
dividual in this group appears to have an understanding of why it is so 
important to deal effectively with these problems on 2 day to day basis. 
Another strength is that the man leading each functional area appears to 
be more than capable of fulfilling his responsibilities at the current 
sales volume and even at twice the present volume. 

The pattern for middle management has oeen to hire experienced 
people since rapid growth has precluded having enough eligible people on 
hand who are ready for promotion. However, severa! college graduates have 
been hired in the last few years and, so far, all of them have remained 
with the Company. 

The total number of employees has increased fror- 176 in 1970 


to 517 as of January, 1974. Employees by division are as follo.s. 


Division 1974 Jc70 
Central 227 122 
Western 36 24 
United Kingdom 53 30 
Eastern 201 Zee 

517 176 


Even with this increase in employment, the percent of direct labor to 


sales has remained fairly stable at the 8% level. 
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The Eastern Division employees are represented by the Textile 
Workers Union of America, AFL-CIO, CLC, Local 2052. The present contract 
was effective on February 1, 1974 and expires January 31, 1976. The 
contract called for across the board rate increase of 34€ an hour on 
February |, 1974 and 33¢ an hour on February |, 1975. This represented 
a7 to 12% increase. In addition the company shall contribute to the 
Participating Employer of the Textile Workers Pension Fund, National Plan 
Sub-Fund 14¢ per hour conpensated and 18¢ after February 1, 1975. 

All other locations are :.n-union. No representation elections 
have been held at any of the other locations but the United Chemical 
Workers have been trying to organize Lansing. Employee relations are 
considered good as a result of generally paying more than the local wage 
scales for comparable work. Since there is no Personnel Manager, each 
Division General Manager handles labor relations. 


Financial Position 


Income statements, balance sheets and changes in financte | position 
for the fiscal years ended January 31, 197C through 1974 are shown in 
Exhibits 8, C, 0, E . An analysis of these figures reveals several signi- 
ficant trends: 

- Total company sales have more than tripled from $6.2 million in 

fiscal 1970 to $19.5 million in fiscal 1974. Cost of goods sold 

2s a percent of sales has gone from 60.5% to 68.3% and operating 

expenses as a percent of sales has declined from 33.4% to 24.3%. 

As a percent of sales, income has expanded from 6.0% to 7.3%. After 

non-operating expenses and income taxes, net profit increased 

by 270% from $178,000 in 1970 to $660,000 last year. But as a 

percent of sales after tax profit went from 2.9% to 3.4%. After 

adjusting for the gain on the sale of the property in England the 


profit margins have remained constant. But detailed analysis shows 
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that profit margins for coatings have increased because of the in- 
creased volume. Also there is higher profit margins in the new 
product area of UCD and Eastern Division's hot stamp tape and 
business products. To offset these gains, the Central Division 
incurred more than $300,000 worth of costs in connection with 
"debugging'' the hct stamp tape operation. These costs should be 
cut in half this ve nd may be negligible by fiscal 1976. Pro- 
fits last year were a so held back by perhaps $175,000 due to 

lags in price increases behind cost increases. This is now being 
corrected on a relatively aggressive basis. 

- Sales division and by product line are shown in Exhibit F 

for the last five years. The fastest growth has been in hot stamp 
film and uni ersal color dispersion. These two areas are expected 
to continue providing the most exciting expansion during the next 
few years although business products could become a big growth 

cor ~rder. New productive facilities are being expanded at a 
faster rate in these two product lines than in other lines. Market- 
ing plans call for increased personne! and more distribution outlets 
to exploit the opportunities in these fields. 

- Manufacturing labor and overhead as a percent of sales at the 
Central Division was reduced from 17.8% to 14.0% during the past 
five years as a result of the hot stamp and UCD product lines 
being less labor intensive and carrying a larger gross profit 
margin. 

- The net profit after tax return on net worth has fluctuated 

from a low of 4.1% in 1971 to a high of 26.8% in 1974. 

- The sales per dollar of total. assets has declined from $3,00 in 
- 1970 to $1.90 in 1974 due to foil being more capital intensive 


than paint. (See Exhibit G for additional financial data and ratios. 
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- Net profit after tax as a percentage of total! assets iias 
increased from 9.9% in 1970 to 6.3% in 1974. 
- Total accounts receivables in relation to daily sales have 
increased from 54 days in 1970 to a level of around 66 days in 
1972, 1973, and 1974. 
- Inventory turnover has declined steadily from 14.4 times per 
year in 1970 to 5.3 times in 1974. This results from the larger 
finished goods inventories needed to serve the large customers of 
UCD and hot stamp tape. Another major factor is the increase 
of raw material inventory in order to avoid shortages and interrup- 
tion of prejuction. Finally the parts inventory for the hot 
stamp machinery had to be increased to meet production demands. 
Even with the large increase in inventory, obsolescence is minimal. 
UCD can always be used in-house to formulate Bee's own coatings. 
The coatings finished goods consist entirely of goods ordered for 
later release by the customer. Finally the hot stamp tape can 
be used by numerous customers in a multitude of applications. 
- The current ratio has shown a steady decline from 3.0 in 1970 
to 1.0 in 1974. This was primarily a result of the short-term 
secured debt of $4.0 million arranged in 1974 to provide working 
capital to support increased sales which resulted in larger re- 
ceivables and inventories. Accounts payable were also used to 
generate working capital by increasing payables from $0.1 million 
in 1970 to $2.2 million in 1974. 
- The acid test ratio of cash and receivables to current liabilities 
has declined from 2.0 in 1970 to 0.5 in 1974 due again to the large 
short term debt. Cash only increased from $5,000 to $67,000 during 


this period. 
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- Fixed assets have increased from $1.2 million in 1970 to $3.1 
million in 1974 due to the acquisition of the Eastern Division 
from Howmet and the expansion at the Central Division. !n fis- 


cal 1974 tne property in England purchased at a cost of $335,000, 


was sold at a gain of $123,000. In fiscal 1976, the operations 


in England will be at Manchester. This will entail some start 
up and moving cos * the magnitude is not know at this time. 
- Net worth has grown from $1.3 mi!lion in 1970 to $2.5 million 


in 1974. 
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The future outlook for this company is exceptionally bright 
according to every measure: 

- A management group capable of handling successfully a sales 

volume at least twice the current $25 million level, 

- A marketing posture that permits above-average pricing flex- 

ibility because most of the products in the Bee line enjoy one 

o: Loth of these characteristics: a high degree of problem- 

solving application service and a fast growing number o. new 

applications, 

- A nev product development position that is well past the proto- 

type stage in several areas as a result of good people and a 

relatively large R & D budget, 

- A fixed asset capacity that can produce 50% to 200% more physica! 

volume in the various product categories, 

- An improving profit margin as the recent explos!ve growth of 

volume is being digested and start-up costs on new products is 

bei. 3 reduced, 

- And opportunities for new applications for products and new 

products that are limited only by the availability of time and money. 
Pn y favorable prospect for Bee is aiso supported by the 72% average 
annual growth in sales during the last two years (including an acquisition) 
along with a 125% average yearly growth in earnings during the same period 
of fiscal January 1972 through January 1974. 

Management's forecast of income (see exhibit H ) shows an increase 
in sales of 30% and a 67% increase in after-tax earnings, for fiscal 1975. 


We have analyzed this projection for 1975 and feel that this is an 
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attainable goal. Their increases are substantial when viewed in the light 
ef our projected declines for part of this period for the automotive and 
appliance industries which are important consumers of many Bee products. 
Also, we have not assumed any external growth through acquisition whereas 
this growth route played an extremely large role during the past year. 

Every company has some problems and Bee is no exception. Light 
cash and working capital positions as well as the need for additional 
financing are the principal short term problems. Longer range, the company 
will be faced with the problem of expanding its marketing systems here 
and abroad and the necessity of moving its Union City plar to a new loca- 
tion. Alternative solutions to all these problems are available to 
Bee and steps are being taken to solve each of them. 

In conclusion, Bee should be able to generate sales growth, exclusive 
of acquisitions, for several years at a rate substantially above the national 
economy in both up and down phases of the economic cycle. New products 
and markets are providing greater cyclical stability for the company's 
sales. At the same time, profit margins should widen due to the leveraging 
effect of several new products which will expand -ales beyond break-even 
poir.: for these products. The company has been profitable every year for 
th: laet two decades and is now positioned to enjoy increased profitability 


for years to come. 
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BEE CHEMICAL COMPANY 
MANAGEMENT PERSONNEL 


M. A. Self has served as President of Bee Chemical Company from 1347 to 

the present. 

Mr. Self received a B.S. degree in Chemical Engineering from the Univer- 
sity of Kansas in 1943. 

Prior to joining Bee, he worked four years for Sharples Chemicals, Inc. 

(now Pennwalt) in research and market development. 

He is 52 years old. 


Arthur S. Hecker has served as Vice Chairman of the Boar” ~*~ Bee Chemical 
Company since April 1973. 

Mr. Hecker attended Usiversity School in Cleveland, Ohic _1d Babson Insti- 
tute of Business Administration in Wellesley, Massachusetts. 

His employment history includes 22 years with A.W. Hecker Company, a manu- 
facturer of aircraft sub-assemblies, He served as President from 1958 
until 1971. 

Mr. Hecker also spent one year with Merrill, Lynch, Pierce, Fenner & Smith; 
and is a Director of Pioneer Mutual Funds in Boston, Massachusetts. 

He is 46 years old. 


Roger F, Hruby, Executive Vice President, has been with Bee Chemical Com- 
pany ten years and hes operating responsibility for the U.S. operations. 
Mr. Hruby received a B.S. degree in Chemistry from North Central College 
in 1958, and an M.B.A. from the Univ_rsity of Chicago in 1972. 

Prior to rejoining Bee, he worked with Michigan Chrome and Chemical for one 
year as Sales Manager. His employment history also includes four years 

as President and chief executive officer for Plastron Corporation, as well 
as Chairman and chief executive officer of Litho Glass, Inc. 

He is 39 years old. 


James C. Edwards, Corporate Vice President of Finance, has been with Bee 
Chemical Company for eight years. 

Mr. Edwards received a B,B.A, degree from the University of Cincinnati in 
1955, majoring in F nance. 

Mr. Edwards has se: .ed Bee as Corporate Controller; Vice President, Opera- 
tions of the Central Division; «nd recently as Vice President and Genera] 
Manager of the Western Division. 

Prior to joining Bee, he had 1! years' experience with Arthur Andersen & Co 
serving as Manager of Small Business Division in their Cincinnati office. 
He is 43 years old. 


Sebastian J. Dolce, General Manager of the Coated Film Division in New Jer- 
sey, joined Bee Chemical Company in April 1973. 

Mr. Dolce graduated with - 3.8. degree in Mechanical Engineering from Pratt 
Institute of Technology. 

Prior to joining Bee, Mr. Dolce had served as Director of Operations of the 
Roll Leaf Division of Howmet Corporation. He has also served as Executive 
Vice President and General Manager of Lewis Engineering Company and President 
of Mecca Machinery Company. 

He 51 years old. 
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George 0, Lutz has been with Bee Chemical Company for two years and is 
General Manager of Western Division in Gardena, California. Mr. Lutz's 
educational background includes a Bachelor of Chemical Engineering degree 
from Villanova University (received in 1963,) two semesters of law courses 
at Temp: Universtiy, and one semester M.B.A, courses at Temple University. 
Prior to joining Bee he had three years’ experience with Atlantic Refining 
as a Development Engineer. He also had four years with General Electric 
as Manager, Market Development. 

He is 33 years old. 


Richard E. Jarzombek, Director of Coatings Research and Development, has 
been with Bee Chemical Company for 22 years. 

Mr. Jarzombek received a 8.S. in Chemical Engineering from Purdue Univer- 
sity in 1951. 

He is 44 years old. 


John V, Synol joined Bee Chemical Company in 1974 and is a Director of 
Operations at Lansing, !Ilinois. 

Mr. Synol's educational background ir Jes a B.S. degree in Chemical En- 
gineering from Neward College of Engineering. 

Prior to joining Bee, Mr. Synol was with Inmot Corporation for 14 years, 
serving in various capacities including Design and Process Engineering, 
Plant Engineer, Plant Superintendent, Plants Manager for North Carolina 
and New Jersey facilities, and National Accounts Manager. 

He is 32 years old. 


Kermit W. Windelblech has been with Bee Chemical Company for two years. 

His current position is Sales Manager. 

Mr. Windelblech received a B.S. in Chemical Engineering from Penn State 
University in 1958. 

Prior to coming to Bee, he worked with E.1. DuPont for a period of 12 years. 
Experience was gained in research, sales, new product development, and 
marketing. 

He ts 37 years old. 


Charles F. Roney has been with Bee Chemical Company for 26 years, and his 

current position is Manager, Research & Development - Foil Division. 

P-. Roney has a B.S. in Chemical Engineering, which he received from Miss- 
University in 1945, and an M.S, in Organic Chemistry from Missouri 


L rsity, which he received in 1948. 
Pr, to joining Bee, he worked at Sharples Chemicals for two years as 
a chemist. 


He is 56 years old, 


Davis G, Fritzinger has been with Bee Chemical Company for 5-1/2 years, and 
his current position is Manager of the Automotive Division. 

Mr. Fritzinger received a 8.S, degree from Indiana State in 1960. He has 
30 hours of graduate work in Chemistry. 

Frior to joining Bee, he worked at Sherwin Williams for 4-1/2 years as 
Group Supervisor for Automotive Deveiopment. His employment history also 
includes four years of teaching math and chemistry at the high school and 
junior college level. 

He is 35 years old. 
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Or. Robert Rozett, Manac*r of Engineering and Planning at Lansing, !Ilinois, 


joined Bee Chemica! Company in 1974. 

Prior to joining Bee, Or. Rozett served for sever. years as Technical Direc- 
tor of Celanese Coatings Company. He has also served as Technical Supe~- 
visor for Allied Chemical Company and Merck and Company. 

Or. Rozett received his 8.S. and M.S. degrees in Chemical Engineering from 
Columbia University, and received his PhD. in Chemistry from North 

Carolina State University, where he also served as a Professor of Chemical 
Engineering. 

He is 45 \- rs old. 


Ralph F, Riedel joined Bee Chemical Company in 1974 as Special Products 
Manager, Foil Division. Mr. Riedel came to Bee from Dri-Point Foils, Inc., 
where he had served as Vice President and General Sales Manager. He also 
has served as Marketing Manager for MSL Plastics Division of MSL Indus- 
tries and handled technical sales for Rohm & Haas Co. 

Mr. Riedel received his B.A. in Chemistry from American International 
College. 

He is 43 years old. 


MK, Davies, Managing Director, Bee Chemical Company (U.K.) Ltd. 

Mr. Davies joined Bee (U.K.) in 1972 as Sales Manager after serving as 
Sales Manager of B.C.L. Coatings, Ltd. Mr. Davies has also served as 
Manager of the London Branch of Coolag, Ltd., a subsidiary of Shell Oi] 
Compary. He is 34 years old. 


David W. Mendez, Director of Operations, Bee Chemical Company (U.K.) Ltd. 
Prior to joining Bee (U.K.) in 1972, Mr. Mendez was Chief Chemist for 

B.C.L. Coatings, Ltd. His employment history includes serving as Production 
Manager for 8.J.N. Paint Company (Ltd.) and as a chemist for the Ministry 

of Defense. 

He is 38 years old. 
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M. A. SELF, BEE CHEMICAL COMPANY, ET AL 
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Exhibit IV Attached to Complaint. 


Wiser Sraw FREEMAN VaN GRAAFECILANO HARTER & Secres? 


70°) « 91086 Towse Rocewesraea, Ne~ Youn 4404 


January 20, 1975 


Bee Chemical Company 
2700 East 170th Street 
Lansing, Illinois 60438 


Attention: Mr. M.A. Self, President 
Gentlemen: 


We enclose herewith on behalf .* our client, Stecher- 
Traung-Schmidt Corporation, a copy «. the Officer, Director 
and Principal Shareholder Questionnaire which we req .est 
you complete so that the. Corporation might prepare and file 
certain proxy materials and annual reports with the Securities 
ai¢ Exchange Cormission for use in connection with its . 
As il Meeting of Shareholders. 


While the Corporation's records do not indicate that 
you now own of record 5% or more of the Corporation's Common 
shares and no Schedule 13D as required under Section 13(d) 
of the Securities Exchange Act of 1934 (the “Act") has been 
filed by you, the Corporation has been advised that you may, 
in fact, control the voting power of approximately 52+ of 
the Corporation's shares through indirect or beneficial 
ownership of additioral shares of Common Stock or voting 
agreements. Accordir ly, while we realize that the completion 
of the enclosure may be an inconvenience, we are soliciting 
your response to this questionnaire in further nce of the 
Corporation's statutory obligations under the federal securities 
laws. J 


If you do not own of "record" or “beneficially” 5%+ of 
the Corroration's presently outstanding Common shares 
(currently 304,040) as those terms are us-J under the Act 
and are not otherwise, either alone or in concert with 
others, able to “control” the Corporation, as that term is 
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WisER SHAW FREEMAN VAN GraaFEILAND Harter & SECREST 


700 Miotrown Tower Rocaesiece, New Youu 14654 


a £0 


used under the Act and further are not otherwise required by 
Section 13(d) of that Act to file a Schedule 13D, we request 
that you advise us in writing accordingly. In this event, 
please disregard the enclosure. 


Thank you for your courtesy and cooperation in this 
regard. If we can be of any assistance or if you have 
any questions concerning the enclosure, please do not 
hesitate to call the undersigned. 


“| 


Very truly yours, 


- a 


Wiser Shaw Freeman Van Graafeiland 
Harter & Secrest 


By:._ 
>, oi Stuart B. Meisenzahl 


= 2 io Go 
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W:seR SHaw FREEMAN VAN GRAAFEILANO HaaTze® & SEcREST 


7299 MictOwm Tower Rocnestea, Wow Yoan ic604 


January 20, 1975 


Mr. M.A. Self, President 
Bee Chemical Company 
2700 East 170th Street 
Lansing, Illinois 60438 


Dear Mr. Self: 


We enclose herewith on behalf of our clicnt, Stecher- 
Traung-Schmidt Corporation, a copy of the Officer, Director 
and Principal Shareholder Questionnaire which we request 
you complete so that the Corporation might prepare and file 
certain proxy materials and annual reports with the Securities 
and Exchange Commission for use in connection with its 
Annual Meeting of Shareholders. 


While the Corporation's records do not indicate that 
you now own of record 5% or more of the Corporation's Common 
shares and no Schedule 13D as required under Section 13(d) 
of the Securities Exchange Act of 1934 (the "Act"’) has been 
filed by you, the Corporation has been advised that you may, 
in fact, control the voting power of approximately 5%+ of 
the Corporation's shares through indirect or beneficial 
ownership of additional shares of Common Stock or voting 
agreements. Accordingly, while we realize that the completion 
of the enclosure may be an inconvenience, ws are soliciting 
your response to this questionnaire in furtherance of the 
Corporation's statutory obligations under the federal securities 
laws. 


If you do not own of “record” or "beneficially" 57+ of 
the Corporation's presently outstanding Common shares 
(currently 804,040) as those terms are used under the Act 
and are not otherwise, either alone or in concert with 
others, able to “control” the Corporation, as that term is 
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Wiser SHAW FREEMAN VAN GRAAFEILANO HaatTer & SECREST 


700 Miorown Tower Rodhesrer, New Yor« 14604 


used under the Act and further are not otherwise required by 
Section 13(d) of that Act to file a Schedule 13D, we request 
that you advise us in writing accordingly. In this event, 
please disregard the enclosure. 


Thank you for your courtesy and cooperation in this 
regard. If we can be of any assistance or if you have 
any questions coucerning the enclosure, please do not 
hesitate to call the undersigned. 

Very truly yours, 
Wiser Shaw Freeman Van Graafeiland 
Harter & Secrest 


By: 


Stuart B. Meisenzahl 
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Wiser SHAW FREEMAN VAN GRAAFEILAND HARTER S& SECREST 


709 Mictown Tower Rocrestes New Yorn 4604 


January 20, 1975 


Roulston & Company, Inc. 
Investment Plaza 
Cleveland, Ohio 44114 


Gentlemen: 


We enclose herewith on behalf of our client, Stecher- 
Traung-Schmidt Corporation, a copy of the Officer, Director 
and Principal Shareholder Questionnaire which we request 
you complete so that the Corporation might prepare and file 
certain proxy materials and annual reports with the Securities 
and Exchange Commission for use in connection with its 
Annual Meeting of Shareholders. 


The Corporation's records indicate that during the past 
year Roulston owned in excess of 5% of the Corporation's 
Common Stock. While the Corporation's records do not currently 
indicate that you own more than 5% of the Corporation's 
Common Stock, and while no Schedule 13D, as might be required 
under Section 13(d) of the Securities Exchange Act of 1934, 
has been filed by Roulston with the Corporation, the Corporation 
has been advised that Roulston alone or as an agent of or in 
combination with others may, i. fact, control the voting 
power of approximately 52+ of the Corporation's shares 
through indirect or beneficial ownership of additional 
shares of Common Stock and/or voting agreements. You may 
be aware that the Securities and Exchange Commission has taken 
the position that for the purposes of attributing beneficial 
ownership under Section 13(d) a single investment advisor to 
diverse investment groups which purchase or sell shares of a 
Company registered under Section 12(g) in accordance with 
its investment advice may be deemed to be a group within the 
definition of Section 13(d)(3) of the Act. Accordingly, 
while we realize that the completion of the enclosure may be 
an inconvenience we are soliciting your response to the 
enclosed questionnaire in furtherance of the Corporation's 


statutory obligations under the federal securities laws. 
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Wiser SHaw FREEMAN VAN GRAAFEILAND Harts? & Secaest 


7C3 Mistows Towne Sooytazer New Yoan *°3C 
- - 


If you do not own of "record” or “beneficially” 57+ of 
the Corporation's presently outstanding Common shares 
(currently 804,040) as those terms are used under the Act 
and are not otherwise, either alone or in concert with 
others, able to "control" the Corporation, as that term is 
used under the Act and further are not otherwise required by 
Section 13(d) of that Act to file a Schedule 13D, we request 
that you advise us in writing accordingly. In this event, 
please disregard the enclosure. 


Thank you for your courtesy and cooperation in this 
regard. If we can be of any assistance or if you have 
any questions concerning the enclosure, please do not 
hesitate to call the undersigned. 


Very truly yours, 


. Wiser Shaw Freeman Van Graafeiland 
Harter & Secrest 


By:.- 
Stuart B. Meisenzahl 


SBM/se 
Enc. 


Pi 
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STECHER-TRAUNG-SCHMIDT CORPORATION 
vs. 


M. A. SELF, BEE CHEMICAL COMPANY, ET A; 


CIVIL ACTION # 


EXHIBIT V TO COMPLAINT 
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Z. hibit V Atta. ied to Complaint. 


ROULSTON & COMPANY, INC. 


MEMBER NEW YORK STOCK EXCHANGE. INC 
INVESTMENT PLAZA © CLEVELAND, OHIO 44114 
TELEPHONE: 216-696-3070 ¢ TELEX 98-0102 
CABLE ADDRESS: ROULSTONTO 


LONOON . FRANKFURT ¢ ZURICH 


February 5, 1975 


Mr. Stuart B. Meisenzahl 

Wiser, Shaw, Freeman, 

Van Graafeiland, Harter & Secrest 
700 Midtown Tower 

Rochester, New York 14604 


Dear Mr. Meisenzz.hl: 


In answer to your recent letter, this is to inform you that Roulston & 
Company, Inc. neither in their own name or any nominee either of record or 
beneficially owned 5% or more of the common stock of Stecher-Traung-Schmidt 
Corporation. 


Sincerely, 
on. I Tae hee 


Thomas H. Roulston 
President 


THR:cg 
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Exhibit VI Attached to Complaint. 


STECHER-TRAUNG-SCHMIDT CORPORATION “ 
vs. 


M. A. SELF, BEE CHEMICAL COMPANY, ET AL 


CIVIL ACTION # 


EXHIBIT VI TO COMPLAINT 
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Wiser Swaw FREEMAN VAN GRAaAFEILAND HARTER & Secrest 


70C Mictown Towee Pocnmestes, New Yora 4604 


February 19, 1975 


Jack D. Beem, Esq. 

Baker & McKenzie re 
Suite 700 Pe 
Prudential Plaza AS 
Chicago, Illinois 60601 -- 


Re: Bee Chemical Corporation, M.A. Self 
Stecher-Traung-Schmidt Corporation 


Dear %ir. Been: pane 

This letter will confirm our telephone conversation 
of February 7, 1975 at which time you advised me on behalf 
of your clients, Bee Chemical Corporation and M.A. Self, 

a that they were not required to and would not respond to the 
questionnaire concerning beneficial ownership of shares of 
Stecner-Traung-Schmidt Corporation (the “Corporation") 
previously forwarded to then. 


As indicated to you-at that time, and in our original 

covering letters to your. clients, our inquiry was based 

| not upon the requirements.of Regulation 14A respecting 

¥ disclosure of 10% shareholders, but upon the disclosure 

) requirement concerning possible changes in control. As we 

indicated to you, it is our position that facts constituting 

U a change in control are defined in part, and are within the 
purview and intent of, the requirements of Section 13(d) of 
the 1934 Act. Accordingly, we have checked the Corporation's 
shareholder records for individual accounts holding approxi- 
mately 5% of the Corporation's shares. 


‘he Bee Chemical account and fir. Self, President of 
Bee, were designated for a questionnaire because of the 
large noldings of Bee (4.35%) and certain statements made 
by Self to one or more of the Sorporation's officers and 
directors indicating -a desire to merge bee with che Corpora- 
tion to provide cash for Bee's operations. Statements have 
also been attributed to Mr. Self to the effect that he 
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Wise SHaw FREEMAN VAN GRAAFEILANO HarTER & SECREST 


y 
7OOC Miotown Tower ™ RocHtsres, New Yoru '4604 


intended to elect himself as a director of the Corporation 
and initiate sweeping changes in its operation, including 
liquidation. We also have mailed copies of the same question- 
naire to Roulston & Company, Inc. (""Roulston"”), through whon 
and in whose name Bee originally purchased and held the 
shares, in order to ascertain whether Roulston and its 
clients, including Bee or Self, were involved with any 
"group" under Section 13(d)(3), particularly as that term has 
been further defined under the SEC's reply to Stewart Fund 
Managers Limited (CCH Fed. Sec. L. R. 380,047). We have 
been advised that Roulston has acted as a merger agent for 
Bee in the past and, on a-current basis, prepared certain 
work sheets demonstrating the desirability of a combination 
of Bee and the Corporation. During the period in which 

such suggestions of merger were being made and while Mr. 

Self was making the statements summarized above, Roulston 
acquired over 7% of the outstanding shares, 4.85% of which 
were thereafter distributed to Bee. 


While we do not necessarily disagree that your clients 
are not required to respond to the proxy questionnaire 
initiated by the Corporation, it is our position that 
fulfillment of the proxy disclosure requirements requires 
the Corporation's continued attention to this matter. We 
note only that the contention that your ciients are not 
legally required to so respond must be based in part upon 
the legal conclusion that..they are not now "control persons" 
as that term is used in the federal securities laws and, 
more particularly, as presented as a threshold consideration 
by Section 13(d) of the 1934 Act. We do not intend at this 
time to substitute our judgment for that of your clients as 
to whether a Form 13D should have been filed at some 
time in the past. However, the Corporation will continue to 
monitor the applicability. of this requirement and, oh Sie 
determines it proper or necessary to seek judicial relief. 
We take this opportunity.to request again any information 
your clients might have which is germane to either the 
disclosure requirements of Regulation 14A or Section 13(d) of 
the 1934 Act. een 


— eS 


It is our intent to-copy both the Staff of the Commiss.on 
and Roulston with this letter and our original covering 
letters to your clients.- We will, of course, advise you of 
any additional developments or facts which we might ascertain. 

ris Very truly yours, 
Wiser Shaw Freeman Van Graafeiland ‘ 
; Harter & Secrest \ 
ey bea \ 


SBM/se By--. 
a Stuart B. Meisenzahl 
ee: Roulston & Company, .Inc.. 
Securities and Exchange Commission - 
Stecher-Traung-Schnidr Corporation 
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STECHER-TRAUNG-SCHMIDT CORPORATION 
vs. 


M. A. SELF, BEE CHEMICAL COMPANY, ET AL 


CIVIL ACTION # 


EXHIBIT VII TO COMPLAINT 
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WiSER SHAW FREEMAN VAN GRAAFEILANO HARTER & SECREST 


700 Mictown Towes Rocnes 4, Ntw Yorn 14604 


February 19, 1975 


Securities and Exchange Commission 
500 North Capitol Street,—ti. W. 
Washington, D. C. 20549 


_Re Stecher-Traung-Schmidt Corporation 


Preliminary Proxy Matertals 


Gentlemen: 


We enclose herewith on behalf of our client, the above- 
captioned Corporation, five "Preliminary Copies" of the form 
of Proxy and Proxy Statement, together with Notice of Annual 
Meeting and accompanying President's letter. We also enclose 
our firm check in the amount of $125 for the required filing 
fees. — 


The enclosed materials are substantially the same 
as those utilized at the last Annual Meeting of Shareholders 
except that: . ‘ 


1. The Notice of Annual Meeting sets forth a statement 
of certain amendments to the By-Laws pursuant to the require- 
ments of wew York law. — 

2. The proxy material covers an amendment to the By-Laws 
which must be approved by the shareholders - the classification 
of the board of Directors. ‘ 


3. There is an additional disclosure concerning a new 
employment agreement with the Company's President. 


Other minor changes include the addition of one 
new director and changes in the factual data relating to 
director shareholdings. . The matter covering approval of the 
selection of auditors has been updated to meet the requirements 
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Wiser SHaw FREEMAN VAN GRAAFEILANO HaRTER S&S SECREST 


700 Motown Tower - Qoeaesrea New Yora 14604 


of Item 8 of Regulation 14A. For your convenience, two 
red-marked copies of this year's proxy material have been 
enclosed to point out significant changes. 


Pur:uant to the requirements of Regulation 14 con- 
cerning disclosure of possible changes in control of the 
Company, the Company has solicited information from Roulston 
and Company, Bee Chemical. Corporatio and an individual 
M. A. Self, President of Bee Chemica. Corporation. As 
indicated by the enclosed correspondence, the Company has 
been unable to determine,. despite its efforts, whether or 
not one or more of these individuals or entities, or all of 
them in combination, own.of record or beneficially in excess 
of 5% of the shares. The-Company intends to continue its 
investigation of this matter to the extent possible and, if 
warranted, to commence action pursuant to the provisions of 
Section 13d of the Securities Exchange Act of 1934. At this 
time, however, the Company is not able to make any statement 
in its proxy materials concerning the interest of the above 
parties in the Ceompany. -. 


These materials are scheduled to be mailed on or about 
March 6, 1975. Due to the tight printing and mailing 
schedule we request you clear these materials by collect 
phone call to the undersigned or Diane Walker at (716) 232-6500. 


Please receipt the enclosed tissue copy of this letter. 
For your convenience we have enclosed a stamped self-addressed 
envelope. 


Should you have any_questions, or if we can be of 
assistance, please do not hesitate to contact us. 


Very truly yours, 


Wiser Shaw Freeman Van Graafeiland 
- Harter & Secrest 


“ Stuart B. Meisenzahl 


SBM/se 
Enclosures 
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UNITED STATES DISTRICT COUFPT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-S  4IDT CORPORATION, 


t. B Aive 
yy 2A oi v7 , IGS 


Plaintiff 
-vs- CIVIL ACTION NO. 75-/3/ 

M. A. SELF, BEE CHEMICAL COMPANY, ORDER TO SHO!’ CAUSE 
ROULSTON & COMPANY, INC., THOMAS AND TEMPORARY RESTRAIN- 
ROULSTON, ARTHUR S. HECKER ING ORDER 
AND JOHN DOE, 

Defendants. 

This wiles “Saag. on\for a hearing upon the — on 

oA * cintif te an Or to = to ow Mat and ra male 
Restrainiug an y Preliminary Injun? as prayed for 
the annexed ae papers, a ait appearing from allegations and 


statements in the annexed motion papers and in the Verified 
Complaint incorporated by re! rence in said motion that a 
violation of the Securities Act of the United States has occurred, 
will continue and will cause immediate and irreparable injury, 
loss and damage to the Plaintiff, and that the Plaintiff is 
entitled to the relief requested unless good cause to the 
contrary be shown, it is hereby 
ORDERED, that the Defendants and-emeh—of _them—be and 

appear before the Honorable Harold P. Burke, a judge of this 
Court, in the United States Court House, in Rochester, New York 
on the py aay of Copan , 1975 at the hour of /]0;¢cO o'clock, 

A.M. and then and there show cause, if any there be, why this 
Court should not issue a Preliminary Injunction restraining the 


Defendants and each of them, their agents, officers, associate:, 
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affiliates, and ail others conspiring or acting in concert with 


them cx on their behalf fron jirectly or indirectly: 


(a) Voting in person or by proxy 
any shares ne Plaintiff now held 
ef recore or neneficially by any of the 
Defendants »ith respect to: (1) the election 


of directers, (2) any plan of merger, con- 
solidation, 2r sale of assets and (3) any 
other scheme or plan to change or acquire 
control of the Plaintiff, which would 
allow any of them to direct Plaintiff's 
operations or formulate its policies, 


(b) Soliciting from any of Plaintiff's 
shareholders any proxy, consent or authoriza- 
tion or support to vote the common stock of 
the Plaintiff, or from voting any proxy or 
authorization now held, with respect to: 

(1) the election of directors, (2) any plans of 
merger or consolidation or sale of assets, and 
(3) any other scheme or plan to change or acquire 
control of the Plaintiff which would allow 

any of the Defendants to direct the Plaintiff's 
operations or formulate its policies, 


(c) Entering into agreements with any 
other shareholder of tie Plaintiff to obtain 
control of the Plaintiff, 


(ad) Purchasing, acquiring or otherwise 
aggregating any additional shares of the Plaintiff 
whether in the open market, by tender, by private 
segotiation or in any other manner, 


(e) Using or obtaining for any purpose any 
list of the Plaintiff's shareholders, or disclosing 
information in any list now held by the defendants 
or any of them to any other person, and 


(f) Taking any other stcps in furtherance 
of any scheme or plan to acquire control and take 
over management of the Plaintiff in violation of 
the Securities Act and the rules and regulations 
promulgated thereunder. 
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AND IT IS FURTHER ORDERED, that pending a hearing on 


. 


the Plaintiff's motion for a preliminary injunction, the 
Defendants and each of them, their agents, officers, associates, 


affiliates, and all others conspiring or acting in concert with 7 
Lek OpAL 1/995 
them or on their behalf are hereby temporarily restrained/from - 


directly or indirectly: 


(a) Voting in person or by proxy 
any shares of the Plaintiff now held 
of record or beneficially by any of the 
Defendants with respect to: (1) the election 
of directors, (2) any plan of merger, con- 
solidation, or sale of assets and (3) any 
other scheme or plan to change or acquire 
control of the Plaintiff, which would 
allow any of them to direct Plaintiff's 
Operations or formulate its policies, 


(b) Soliciting from any of Plaintiff's 
Shareholders any proxy, consent or authoriza- 
tion or support to vote the common stock of 
the Plaintiff, o1 from voting any proxy or 
authorization now held, with respect to: 

(1) the election cf directors, (2) any plans of 
merger or consolidation or sale of assets, and 
. (3) any other scheme or plan to change or acquire 

control of the Plaintiff which would allow 
any of the Defendants to direct the Plaintiff's 
operations or formulate its policies, 


(c) Entering into agreements with any 
other shareholder of the Plaintiff to obtain 
control of the Plaintiff, 


(d) Purchasing, acquiring or otherwise 
aggregating any additional shares of the Plaintiff 
whether in the open market, by tender, by private 
negotiation or in any other manner, 


(e) Using cr obtaining for any purpose any 
list of the Plaintiff's shareholders, or disclosing 
information in any list now held by the defendants 
or any of them to any other person, and 


. (f) Taking any other steps in furtherance 
of any scheme or plan to acquire control and take 
over management of the Plaintiff in violation of 
the facurities Act and the rules and regulations 
promulgated thereunder, 
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. AND IT IS FURTHER ORDERED, that the Plaintiff shall 

serve the Defendants in accordance with the provisions of 

Rule 4 of the Federal Rules of Civil Procedure and it is hereby 

permitted to utilize a process server other than a United States 

Marshall or his deputy, acta. telisa. papas 
AND IT IS FURTHER ORDERED, that copies of this Order/be : 

served upon the Defendants forthwit., together with copies of 

the Summons and Complaint, but inability to obtain such service 

promptly upon any of tne Defendants shall not operate to stay 

or postpone such show cause hearing as to Defendants who are 

served with this Order prior to such hearing, socthettl 
AND IT IS FURTHER ORDERED, that the Plaintiff shali/ post 

and file an undertaking in accordance with Rule 65(c) of the 


Federal Rules of Civil Procedure together with surety acceptable 


and approved by this Court in the s. of $ Seca ce : 


Dated: apr 7 , 1975 


Rochester, New York 


Harold P. Burke /s/ 


Harold P. Burke, Drstrret—sudge 
“4.S.p.v¥. 
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and Preliminary Injunction. 


UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff 
M. A. SELF, BEE CHEMICAL COMPANY, CIVIL ACTION NO. 7 $-/32/ 
ROULSTON & COMPANY, INC., THOMAS MOTION FOR TEMPORARY 
ROULSTON, ARTHUR S. HECKER RESTRAINING ORDER AND 
AND JOHN DOE, PRELIMINARY INJUNCTION 
Defendants. 


Upon the Verified Complaint herein and upon the atta hed 
Affidavits of George R. Williams, William B. Webber, Charles L. 
Thompson and William C. Warren all sworn to the 7th day of 
April 1975 and Douglas M. Johnson sworn to the 6th day of 
April, 1975, Plaintiff, by its attorneys, respectfully moves 
the Court for: 

(1) A Preliminary Injunction restraining the Defendants 
and each of them, their agents, officers, associates, affiliates, 
and all others conspiring or acting in concert with them or 
on their behalf from directly or indirectly: 


(a) Voting in person or by proxy 
any shares of the Plaintiff now held 
of record or beneficially by any of the 
Defendants with respect to: (1) the election 
of directors, (2) any plan of merger, con- 
solidation, or sale of assets and (3) any 
other scheme or plan to change or acquire 
control of the Plaintiff, which would 
allow any of them to direct Plaintiff's 
operations or formulate its policies, 


(b) Soliciting from any of Plaintiff's 
shareholders any proxy, consent or authoriza- 
tion or support to vote the common stock of 
the Plaintiff, or from voting any proxy or 
authorization now held, with respect to: 

(1) the election of directors, (2) any plans of 
merger or consolidation or sale of assets, and 
(3) any other scheme or plan to change or acquire 
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control of the Plaintiff which would allow 
any of the Defendants to direct the Plaintiff's 
operaticns or formulate its policies, 
{c) Entering into agreements with any 
other shareholder of the Plaintiff to obtain 
control of the Plaintiff, 
(4) Purchasing, acquiring or 93t 2rwise 
aggregating any additional shares of *!:2 Plaintiff 
whether in the open market, by tender, by private 
negotiation or in any other manner, 
(e) Using or obtaining for any purpose any 
list of the Plaintiff's shareholders, or disclosing 
information in any list now held by the defendants 
or any of them to any other person, and 
(f) Taking any other steps in furtherance 
of any scheme or plan to acquire control and take 
over management of the Plaintiff in violation of 
the Securities Act and the rules and regulations 
promulgated thereunder 
The Plaintiff requests that such preliminary injunction shall 
continue until and pending the final hearing and determination 
of this case. The ground on which the Plaintiff makes this 
motion is that immediate and irreparable injury, loss and damage 
will result to Plaintiff and its shareholders as alleged in the 
Plaintiff's verified complaint, unless preliminary relief is 
obtained pending final hearing an? determination; and 
(2) A Temporary Restraining Order restraining the Defendants 
and each of them from the activities specified in the preceding 
paragraph, pending the hearing upon the issuance of the preliminary 
injunction sought hereinbefore in this motion and the determination 


thereof. The grounds of this motion are that the Plaintiff and 


its shareholders will suffer immediate and irreparable injury, 
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‘loss and damage before notice can be given to the Defendant of 
the Plaintiff's motion for a preliminary injunction or their 
attorneys can be heard in opposition to this motion. 

(3) An order permitting service on the Defendant pursuant 
to Rule 4 of the Federal Rules of Civil Procedure, by one other 
than a United States Marshall or his deputy. 

(4) An order to show cause fixing the hearing date for 
the Plaintiff's motions and fixing the sum of the Plaintiff's 
security to be given pursuant to Federal Rule of Civil Procedure 


65(C). 


HARTER, SECREST & EMERY r 


By Kenneth A. Payment /s/ 
Member of the Firm 


Attorneys for Plaintiff 

Office and Post Office Address 
700 Midtown Tower 

Rochester, New York 14604 
Telephone (716-232-6500) 
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Order and Preliminary Injunction. 
UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


i 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff, : CIVIL ACTION | 

NO. 7.5-/2) 

Vs. : 

} 

M. A. SELF, BEE CHEMICAL COMPANY, : AFFIDAVIT IN | 

ROULSTON & COMPANY, INC., THOMAS SUPPORT OF MOTION 

:ROULSTON, ARTHUR S. HECKER and : FOR TEMPORARY PE- ' 

, JOHN DOE, STRAINING ORDER AND} 

MI : PRELIMINARY INJUNC- | 
" Defendants. TION. 


| STATE OF NEW YORK ) 
“COUNTY OF MONROE ) we 

1 CHARLES L. THOMPSON, beine duly sworn, deposes and says: 

‘ 1. I reside at 684 Pittsford Mendon Road in the Seen of 
‘Pittsford and I am Treasurer of Stecher-Traung-Schmidt Corporation 
("sts"). I submit this Affidavit in support of the Plaintiff's 
Motion for a Temporary Restraining Order and Preliminary 

' tnjunction. 


{ 
2. In late August or early September of 1973 I received 


a telephone call from Mark Levy of Cleveland, Ohio who identified 
“himself as an employee of Roulston & Company, Inc. Mr. Levy 
explained that he was interested in coming to Rochester as auickly 
-as possible to meet with me and look STS over. He said he would 


‘take the next plane to Rochester and be in my office in a matter 


een ee ee Te 


of hours if I was available. I explained I was not available and 


_made arrangements for a later date. At this later meeting 


oe 


Mr. Levy described Roulston as an investment broker interested | 
: in special situations with the idea of positioning a few large 
' 
| 
! 


‘clients. He indicated that Roulston was not active or interested 
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in brokerage business but primarily acted as investment 
counselors to some large clients. 
3. On Sentember 19, 1974 I along with other officers of 
‘STS met with Tom Roulston of Roulston & Company, Inc. Mr. Roulston 


! 


‘also advised that he would like to look over STS as an investment | 
vehicle for some pension plans, banks and other institutional | 
|investors. Roulston emphasized that his company was an 
‘investment advisor and not a trader. 

{ 


I: 


5 4. At the Annual Meeting of Shareholders in April 1974, 
it 


Mr. Roulston requested a list of STS's ten largest shareholders. 
At the request of Mr. Johnson, STS's President, I vrepared such 
‘a list, a copy of which is attached hereto, and forwarded it to 
Mr. Roulston on April 29, 1974. 

; 5. I have prepared from the transfer agent's records 
available to me, the attached list of the transfers into the 
names of Roulston & Company and Bee Chemical Company. 

: 6. I have attached hereto a copy of the proxies cast 

by Roulston & Company at the Annual Meeting of Shareholders 

in April 1974. “The originals of these proxies are in the 

STS vault. 

: 7. I have attached hereto a copy of the letter sent by 


t 

| 

STS under my signature to each broker or known nominee account 
1 


se 


. 
a 
a 
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it 

i 4m accordance with requirements of Regulation 14 of the 

| 

{Securities Exchange Act, together with a copy of the response 


‘of Raulston & Company to this request. 


: Chak. Pr ay ge, 
Charles L. Thoupson 


arles L. o.upson 


Sworn to before me this 


7““ day of April, 1975. 


brane g te/atbse- 
otary P ic 


DIANE G. WALKER 
NOTARY PUSLIC, Stat: cf NY. Monroe County 
My Commission Ex>:res March 30, 1976 
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April 29, 197% 


‘Mr. Thomas F. Roulston 

President 

Roulston & Co., Inc. 

Investment Plaza 

Cleveland, Ohio 44114 

Dear Tom: 

In accorda:ce with Doug Johnson's request, 
I am enclosing a list of our largest stock- 
holders, and also, a copy of our 10-K for 
the year 1973. 

In the event there should be any  juestions 
or if I can be of help in any way, please 
let me know. 

Best personal regards. 


Sincerely, 


C. L. Thompson 


ec: Mr. D. M. Johnson 


EXHIBIT TO THE AFFIDAVIT OF CHARLES L. THOMPSON — Sine 1 + 


+.% 0£ 2 « 
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LARGEST COMMON STOCKHOLDERS 


Liva & Co. 
Lincoln Rochester 


Crown Zellerbach 
Roulston & Co. Inc. 


Estate & Co. 
Lincoin Rochester 


Seidco (L.A.) 


Raymond & Co. 
Wells Fargo 


Carol Abraham Lorenz Schmidt 
€ Marie Early Trustees of 
* Carl Richard Schmidt Trust 


Turst & Co. 
Lincoln Rochester 


Ferne Calbick 
Dean Witter & Co. 
Ben Weingart 


Trulin & Co. 
Lincoln Rochester 


Gales & Co. 
Security Trust 


Leslie & Geraldine Jackson 
Hans € Elsie Seidel 


60,806 
50,474 
46,238 


22,084 
18 ,900 


18 ,900 


18,148 


16,566 
16,220 
15,388 
10,762 


10 ,600 


10,152 
10,000 
9,318 


2 @f 3° = 
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EXHIBIT TO THE AFFIDAVIT OF CHARLES L. THOMPSON — S« 7% 3~ 
- lof 4- 


SHO STECHER-TRAUNG-SCHMIDT CORPORATION 


74. Goodman St * Rochester, N.Y. 14607 


SCHEDULE OF PURCHASES BY ROULSTON AND COMPANY 


Date ' Name Transf. To Transf. From Total 

1973 

9/26 Mont and Company 300 
Total for Month 300 

10/3 Wego and Company 100 

10/5 Margaret Merrill 25 

10/5 Margaret Conway 25 

10/10 Court and Company 1,086 

10/15 Mont and Company §00 

10/18 Dean Witter and Company 200 Total for Month 1,936 
Cumulative Total 2,236 

11/1 Daru and Company 200 

11/1 Robert A. Blume 100 

11/2 Brightco 500 

11/2 Lewis Bettman 259 

11/14 Bache and Company 100 

11/14 Rinice Phillips Cummings 233 

11/14 Alice McLean 500 

11/14 Frances Austin 100 

11/14 Henrietta Swanton 2u0 

11/14 Myrtle Kennedy 1,800 

11/14 Davis, Skaggs and Company, Inc. 400 

11/19 Henrietta Swanton $0 

11/19 Frances Austin 10 

11/19 Davis, Skaggs and Company, Inc. 2,500 

11/19 Nell Weihe 1,400 
Total for Month 8,233 
Cumulative Total 10,469 

12/5 Donald Andrews 200 

12/5 George Koenig 600 

12/5 Merrill Lynch Pierce Fenner 

and Smith 300 

12/5 Daru Company 300 

12/5 Donald Palermo 100 

12/5 Mont and Company 33 

12/5 Davis, Skaggs and Company, Inc. 67 

12/6 Mont and Company 100 

12/6 Ernest and Nancy Wuthmann 360 

12/6 Leo P. Blank 1,500 

12/11 Rudolph and Helen Schmitt 200 

12/12 Certless Computer 800 


12/12 Merrill Lynch Pierce Fenner 
and Smith 200 


Atlanta, Genter (hn age Cokentan Dewees Legian Chitty Poet Worth (rend fapeh Meant Lon Angetes Gnmeapedn, New Tork Pivdadetptns, fan Restet Nan Amerwes San fram tee Soottie 
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Schedule of Purchases by Roulston and Company 


Date 


1973 

12/12 
12/13 
12/13 


12/13 
12/13 
12/13 
12/13 
12/13 
12/13 
12/13 
12/13 
12/27 
12/27 
12/27 
12/27 
12/27 
12/27 
12/28 


1974 
1/14 
1/14 
1/14 
1/15 
1/15 
1/18 
1/18 
1/18 


1/22 
1/29 
1/29 


2/5 
2/7 
2/7 
2/12 


2/12 
2/12 
2/12 
2/13 
2/20 
2/20 


Name 


Compuco 

Compuco 

Merrill Lynch Pierce Fenner 
and Smith 

Othello and Louise Michetti 

George Davis 

Ralph Bowen 

White,Weld and Company 

Leo P. Blank 


Davis, Skaggs and Company, Inc. 


Frances Austin 
Henrietta Swanton 
Daru and Company 


Davis, Skaggs and Company, Inc. 


Lyle F. Harder 

John F. Teegardin, Jr. 

Dean Witter and Company, Inc. 
Max Wuthmann 

duPont Glore Forgan Inc. 


Davis, Skaggs and Company, Inc. 


Leslie and Geraldine Jackson 

George Davis 

Leslie and Geraldine Jackson 

Geraldine Jackson 

George W. Davis 

William E. Case 

Merrill Lynch Pierce Fenner 
and Smith 

Rudolph Stark 

Daru and Company 

Leonard B. Lockwood 


Max S. Wuthmann 
Ralph J. Wrenn 

Beatrice Lewin 

Leo P. Blank 


5% of Outstanding Shares 


Pacific and Company 


Davis, Skaggs and Company, Inc. 


Ralph J. Wrenn 
Leo P. Blank 


Davis, Skaggs and Company, Inc. 


Arthur Gauss 


100 
100 


33 
1,900 
1,000 

500 
234 
4,000 
827 
20 
153 
400 
95 
100 
100 
200 
400 
100 


Transf. To Transf. From 


Total for Month 
Cumulative Total 


Total for Month 
Cumulative Total 


Cumulative Total 


Total 


14,962 
25,431 


40,750 
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Schedule of Purchases by Roulston and Company 


Date Name Transf. To Transf. From Total 
2/28 Martha Crowder 130 
2/28 Davis, Skaggs and Company, Inc. 30 
Total for Month 14,060 
Cumulative Total &6,210 
3/13 Kalb, Voorhis and Company 100 
3/19 Susanna French 78 
3/19 Shuman Agnew and Company 50 
3/19 Reynolds Sec. Inc. 100 
3/27 Compuco 300 
3/28 Alice McLean 100 
Total for Month 728 
Cumulative Total 46,938 
4/2 Lena Reegan 120 
4/4 Reynolds Sec. Inc. 225 
4/9 Davis, Skaggs and Company, Inc. 4,590 
4/15 Ernest Gantert 2,000 
4/15 Davis, Skaggs and Company, Inc. 300 
4/1€ Davis, Skaggs anc Company, Inc. 88 
1/16 John E. Finnegan 20 
+/17 Heinz B. Frankenstein 1,000 
4/18 Lulu Caskin 475 
4/25 Pacific and Company 25 
Total for Month 8,703 
Cumulative Total §5,641 
5/6 Kalb, Voorhis and Company 100 
§/14 Kalb, Voorhis and Company 159 
§/15 Daru and Company 300 
Total for Month 559 
Cumulative Total 56,200 
6/5 Max Wuthmann 400 
6/6 E. F. Hutton and Company 500 
6/7 Harris Upham and Company 306 
6/1” Merrill Lynch Pierce Fenner 
and Smith 100 
6/20 Merrill Lynch Pierce Fenner 
and Smith 700 
Total for Month 2,006 
Cumulative Total 58,206 
7/2 Kalb, Voorhis and Company 609 
7/2 Lorraine Lindecker 35 
7/9 Merrill Lynch Pierce Fenner 
and Smith 100 


7/11 E. F. Hutton and Company 100 


7 


- 


Schedule 


_ Date 


7/16 
7/26 
7/26 
7/31 
7/31 
7/31 
7/31 


8/9 
8/13 
8/27 


9/3 
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of Purchases by Roulston and Company 


Name 


Dean Witter and Company 
Daru and Company 

Raymond & Company 

Kalb, Voorhis and Company 
Hayden Stone, Inc. 


Dean Witter and Company, Inc. 


Tweedy, Browne and Knapp 


Daru and Company 
Bee Chemical Company 
Tweedy, Browne and Knapp 


Merrill Lynch Pierce Fenner 
and Smit* 


Stephen B. Armstrong 
Philip L. Spears 
William Case 
Hornblower and Weeks 
Robert Van Gelder 
Pacific and Company 


af 


Transf. 


354 
400 
2,000 
813 
400 
200 
59 


300 
100 
100 
300 
100 
200 


Trensf. From 


Total for Month 
Cumulative Total 


100 
39,000 
67 


Total for Month 
Cumulative Total 
10 


Total for Month 
Cumulative Total 


Total for Month 
Cumulative Total 


Total 


5,071 
63,277 


-39,167 
24,110 


-10 


24,100 


1,100 
25,200 
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PROXY FOR THE ANNUAL MEETING ON AFSIL 17,1974 39,000 shes 
KNOW ALL MEN BY TIILSE PRCOSENTS: #01 


That I, the undersigned, a stockholder of Stecher-Traung-S i i i 
h 5 lersig y ¢ $ - g-Schmidt Corporation, do hereb . 
appoint Ralph J. Wrenn, John W. Remington, George RK. Williams and Dougias M. jorbo emapdh grenge Awan 
om power of substitution, as proxies to appear and vote all of the shares of common stock standing in the asine 
of the undersigned, at the Annual Meeting of Stockholders of the Stecher-Traung-Schmidt Corporation to be 
— tee ag eg —— gee ~— of Rochester, One Lincoin First Square (Third Floor), Rochester, 
{ on the 17th day of April, 1974 at four o'clock P. M., and at : cof: M 
undersigned hereby instructs said atturncys to vote: ee eee 
(a) For the election of ten directors: 
(bo) FOR CO AGAINST CO the selection of Coopers and Lyb i he fiscal 
en hangin Aaetete oop ybrand as auditors for the Company for the fi 
¢) upon any other business that may properly come before the meetin j 
: be j g or any adjournment 
THE SUARES RE! RESEN TED BY THIS PROXY WILL BE VOTED AS DIRECTED BY TUE sroeknoUnes 
IF NO CHOICE IS SPECIFIED, THE PROXY WILL BE DEES! SO APOINE PRD T YLEN AUTHORITY 


TO VO -M (b). 
TE FOR ITEM (b) (ad Ha H » aise 


Dated April AGE | = | eeapnepuerntn ae oo HSE TIOUU 
Please date, sign and return this proxy promptly nPthe’endlosed ‘stamped’ edveldpe. ales, 
TilIS PROXY IS SOLICITED ON BEHALF OF THE ~~” ’ 
MANAGEMENT OF STECHER~TRAUNG-—SCHMIDT CORPORATION 


Re NS a 


ee 


STECHER-TRAUNG-SCHMIDT CORPORATION 
PROXY FOR THE ANNUAL MEETING ON APRIL 17, 1974 #02 


KNOW ALL MEN BY THESE PRESENTS: _ 7200 shares 
That I, the undersigned, a stockholder of Stecher-Traung-Schmidt Corpo.ation, do hereby constitute and 

appoint Ralph J. Wrenn, John W. Remington, George R. Williams and Douglas’ M. Johnson, or any of them, 
with power of substitution, as proxies to appear and vote all of the shares of common stock standing in the name 
of the undersigned, at the Annual Mecting of Stockholders of tae Stecher-Traung-Schmidt Corporation to be 
held in the Auditorium of Lincoln First Bank of Rochester, One Lincoln First Square (Third Floor), Rochester, 
New York on the 17th day of April, 1974 at four o'clock P, M., and at any and ail adjournments therecf; and the 
undersigned hereby instructs said attorneys to vote: - 

(a) For the election of ten directors: 

(b) FOR C) AGAINST C the selection of Coopers and Lybrand as auditors for the Company for the fiscal 


year ending December 31, 1974; 
(c) upon any other business that may properly come before the meeting <. any adjournment thereof. 


THE SHARES REPRESENTED BY THIS PROXY WILL BE VOTED AS.DIKECTED BY THE STOCKHOLDER, 
1F NO CHOICE IS SPECIFIED, THE PROXY WILL BE DEEMED TO APPOINT PR XIES WYTH_ AUTHORITY 


TO VOTE FOR ITEM (b). | . VA a " ft Pd / Ce alae 


Dated April ° WIR 2 a SO ae eto Sener eee ake eee a 
Please date, sign and return this proxy promptly in the enclosed stamped envelope. 
THIS PROXY IS SOLICITED ON BEHALF OF TIIE 
MANAGEMENT OF STECHER—TRAUNG-—SCHMIDT CORPORATION 


i ‘\ 
Le Genges fr Vsexr " f o£ t) 


EXHiBIT TO THD AFFIDAVIT OF CHARLES L. THOMPSON Re We 


- lofl- 
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SHO STECHER-TRAUNG-SCHMIDT CORPORATION 


274. N. Goodman St * Rochester, N.Y. 14307 


CHARLES L. THOMPSON 
TREASURER 


February 17, 1975 


IMPORTANT REQUEST CONCERNING PROXY SOLICITATION MATE®IAL 


Roulston & Company, Inc. 
Investment Plaza 
Cleveland, Ohio 44114 


Gentlemen: 


In compliance with Rule 4a(3) of the Securities 
Exchange Act of 1934 respecting the distribution 
of proxy material, Stecher-Traung-Schmidt Corporation 
is required to inquire as to whether certain stock- 
holders of record are holding voting securities on 

\ behalf cf one or more beneficial owners, and if so, 
the numtsr of copies of the Annual Report, proxy and 
proxy soliciting materials required for the use by 
euch beneficial owners. 

{ 


Accordingly, we have enclosed a form requesting this 
information. If applicaple, please complete the 
enclosed form and return it to the attention of the 
undersigned. The appropriate number of copies will 
then be sent to you as soon as the material is avail- 
able for distribution. 

Very truly yours, 


STECHER-TRAUNG-SCHMIDT CORPORATION 


Pik am 


j Charles L. Thompson 


CLT/jcg 
Encl. 


EXHIBIT TO THE AFFIDAVIT OF CHARLES L. THOMPSON — Su > 


-lofj3- 
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INFORMATION CONCERNING 1.4E 
DISTRIBUTION OF ANNUAL REPORTS 
AND PROXY MATERIALS 
OF 
STECHER-TRAUNG-SCHMIDT CORPORATION 


is Number of shares of the Common Stock of Stecher-Traung- 
Schmidt Corporation held of record by you. 


2. Number of beneficial owners on whose behalf you hold 
these shares. 


= Number of copies of the Annual Report and Proxy materials 
to be sent to you for use by the beneficial owners. 


Dated: 


- 2 of 3 - 
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NAME Roulston & Company, In. 


INFORMATION CONCERNING THE 
DISTRIBUTION OF ANNUAL REPORTS 
AND PROXY MATERIALS 
aie OF ; 
2 5 ts STECHER-TRAUNG-SCHMIDT CORPORATION 


1. Number of shares of the Common Stock of Stecher-Traung- 
Schmidt Corporation held of record by you. 


25,200 


on 


2. Number of beneficial owners on whose behalf you hold 
these shares. 


ONE 


3. ‘Number of copies of the Annual Report and Proxy materials 
to be sent to you for use by the beneficial owners. 


ONE OF EACH 
; ” 


- 


Dated: 
February 20, #975 


ROULSTON AND COMPANY, INC, 


- 3 0f 3 - 


1 
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| 


UNITED STATES DISTRICT COURT 
| WESTERN DISTRICT OF NEW YORK 


et wee wm eee eet ew eee eet eee ee eet eT eee Bee eee 


i 
| STECHER-TRAUNG - SCHMIDT CORPORATION, 


Plaintiff, CIVIL ACTION 
NO. 75 -/3/ 


AFFIDAVIT IN SUPPORT 


vs. 


M. A. SELF, BEE CHEMICAL COMPANY, 


ROULSTON §& COMPANY, INC., THOMAS OF MOTION FOR TEMPO- 
ROULSTON, ARTHUR S. HECKER and : RARY RESTRAINING | 
JOHN DOE, ORDER AND PRELIMINAR 
: INJUNCTION. | 
Defendants. | 


weew erm eee ee em eee ee ee eee ee meee eee et ewer eee 


STATE OF NEW YORK) sc_ 
COUNTY OF MONROE ) 


William C. Warren, being duly sworn, deposes and says: 

1. I reside at 250 Ambassador Drive in the Town of 
Brighton, and am President of Rochester Truck Rental, Inc., and 
a Director of the Plaintiff, Stecher-Traung-Schmidt Corporation. 
I submit this Affidavit in support of the Plaintiff's Motion for 
a Temporary Restraining Order and Preliminary Injunction. 

2. In approximately the first week of November, 1974, 
the Defendant, M. A. Self, called on a Tuesday and asked to meet 
me the following day at my office in Rochester. I told him this 
was impossible as I was leaving Rochester for several days. We 
set a date to meet on my way back from Des Moines, Iowa, at the 
Ambassador Club in O'Hare Airport. 

3. On November.15th, I met with M. A. Self and a Mr. 
Art Hecker, the Vice Chairman of the Defendant, Bee Chemical 
Company. We spent approximately an hour discussing Stecher-Traung- 


Schmidt and Bee Chemical. 


NT 
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4. As explained by M. ? Self, the reason for his 


‘ 


request for a meeting was to explore the idea of a private sale 


of a minimum of 100,000 shares. He stated that he assumed that I 


represented other shareholders and that their interests would 
total at least 100,000 shares. 

S. 1 indicated to Mr. Self and Mr. Hecker that I only 
represented 200 shares. 

6. Both Mr. Self and Mr. Hecker said they would pay 4 
premium for a sale of this nature at $7.00 or $7.50 per share. I 
asked Mr. Self why he had sought me. He responded that he believe 
I was more reasonable than some other members of the Board of 


Stecher-Traung-Schmidt, 


7. We discussed the direction of the business of the 


Plaintiff as opposed to that of the Defendant, Bee Chemical, and 
Mr. Self compared Bee Chemical to Avery Industries. He stated 
that Avery Industries is earning 20 times net worth and claimed , 
that Bee was doing better than Avery. 

8. Mr. Self expressed confidence in Doug Johnson, Presi- 
had the breadth and vision to lead the Company into anything 
except the field of graphic arts, He seemed concerned that the 
Plaintiff was investing in a new building and machinery simply for 
the purpose of improving its printing process. 

9. Mr. Self then asked whether I represented the trusts 


dent of Stecher-Traung-Schmidt, but did not think that Mr. Johnson 
held at the Bank. I declined to answer. 
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10. I then asked him what course of action he would take 
if other shareholders declined to go along with a private sale. 
He stated that he did not want to fight as he thought it would be 
bad for all concerned, but that he would not sell back his shares 
or be defeated. 

11. Mr. Self then requested that I seek out other stock- 
holders to see if they were interested in a private sale to him. 
I said that I would be glad to contact some members of the Plain- 
tiff, my family and some other relations to see if they had any 
interest. 

12. In approximately the first week of January, 1975, I 
telephoned Mr. Self and told him that there was not much interest 
in selling Stecher-Traung-Schmidt's stock at $7.50. He said he 
might be able to pay more than $7.50. I responded that it would 
not make a great deal of difference if the price were around that 
sum. He then said, "What about $25 a share?" I responded that I 
had no way of knowing, but that I would explore $25 if that was 
his offer. He answered that it was not an offer but urged me to 
find out if there was any price at which persons I had contacted 
would be interested in selling their shares. I answered that I 
would try to determine this and would call him later. 

13. On or about the 21st day of January, 1975, Mr. Hecker 


called me for an answer on behalf -f Mr. Self who was out of town. 
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| 
| Affidavit in Support of Motion for Temporary Restraining 
| 
| 
' 


I responded that I had been unable to obtain any interest ina 


1 lam 


‘wyrivate sale. 


ae. 
a i Coo 


Sworn to before me this 


7*4 day of April, 1975. 


hbearae JF te/attce 
otary Public 


DIANE G. WALKER 
NOTARY PUSLIC, State of N.Y. Monroe County 


| tty Commission Expires March WO, 1976 
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I' UNITED STATES DISTRiCT COURT 
| WESTERN DISTRICT OF NEW YORK 


ie sanesiatnestesusqeevuiamsicnssinsistineneansmneene 
. STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff, : CIVIL ACTION 
NO. Z f= f 2/ 
Vs. : 

,M. A. SELF, BEE CHEMICAL COMPANY, : AFFIDAVIT IN 
‘ROULSTON & COMPANY, INC., THOMAS SUPPORT OF MOTION | 
‘ROULSTON, ARTHUR S. HECKER and : FOR TEMPORARY RE- | 
j: JOHN DOE, STRAINING ORDER AND | 
i : PRELIMINARY INJUNC- | 
Ht Defendants. TION. 


ti 
ii 
‘STATE OF NEW YORK ) 
U : ss. 
: COUNTY OF MONROE ) 

GEORGE R. WILLIAMS, being duly sworn, deposes and says: 
i live at 88 Buckland Avenue in the Town of Brighton and I 
1 


am Counsel to the firm of Har ter, Secrest & Emery and a 


Director of Stecher-Traung-Schmidt Corporation ("STS"). 


WILLIAM B. WEBBER, be zing duly sworn, deposes and says: 
I live at 31 Monroe Avenue in the Town of Pittsford and I am 


chatrman of the Board and Chief Executive Officer of Lincoln 
"First Bank of Rochester and a Director of STS. 

iH be, ose Affidavit is made by us in suvport of Plaintiff's 
motion for a Temporary Restraining Order and Preliminary Injunction. 
2. On April 17, 1974 Thomas Roulston addressed a | 
meeting of the Board of Directors of STS which we both 
attended. Mr. Roulston, appearing on behalf of a large 
block of shares held in the name of Roulston & Companv, 
Inc., was very critical of the operating history of STS and 


what he characterized as a poor return on equity. Generally, 


he was very critical of management. Mr. Roulston finally 


peeueniaeemeereneeen 
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Order and Preliminary Injunction. 
indicated that STS must have a change of direction and urged 
a merger between STS and Bee Chemical Company. 

3. Om September 17, 1975 all of the Rochester Directors 
of STS held a lunch meeting at the Genesee Valley Club with 
M.A. Self, the Chief Executive Officer of Bee Chemical. Mr. 
Self was archly critical of STS' operations, its management 
and its future. He stated that the printing business was low 
profit and STS needed to get into new technology such as that 
provided by Bee Chemical. He more or less demanded to be 
made a director, indicated his intent to be active and said 
that any director who had been on the Board of STS for over 


ione year had been derelict in his duty and should be fired. 


am - VS ce) Sen 
rgé\R. Williams 


ch 
Sworn to before me this 7 ‘ 
4 OM, , 1975. 


ta 
pavyd —E. SONN 


MOTARY PUBLI> Site 2f 1. ¥. Monror County 
My Commission F <pires Murch Ty, 19, ) 
William B. Webber w 


764 


day of 


‘ 


Sworn to before me this / 


day of 2 , Sees 
cera 
é 
f Wp 
Fd ERT “pe oN~— 
DAVIE. SON 
NQUARY PURI? vate of. ¥, Aoaroa County 


My Commuacion e-piras "cl Th, Tene 
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| UNITED STATES DISTRICT COURT 
“WESTERN DISTRICT OF NEW YORK 


| ——— ae 


, STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plairciff, oon CIVIL ACTION ' 

NO. 725-/3/ | 

vs. 2 | 

M. A. SELF, BEE CHEMICAL COMPANY, : AFFIDAVIT IN j 

‘ROULSTON & COMPANY, INC., THOMAS SUPPORT OF MOTION 
ROULSTON, ARTHUR S. HECKER and : FOR TEMPORARY RE- 

‘JOHN DOE, STRAINING ORDER AND! 
j : PRELIMINARY INJUNC- | 
{| Defendants. TION. | 


| 
GD 


| 


_ Stare OF NEW YORK ) 

' COUNTY OF MONROE ) 
| 
il DOUGLAS M. JOHNSON, being duly sworn, deposes and says: 
| a? I reside at 125 Trevor Court Road in the Town of 
i Brighton, and have been President, Chief Execvt’ve Officer and a 3 
| ptrector of Plaint’ff, Stecher-Traung-Schmidt Corporation ("STS") | 
‘ince January 1974. I submit this Affidavit in Support of 
‘Plaintiff's Motion for a Temporary Restraining Order and 


| Preliminary Injunction. 


It 
il 


rf Zs On a day during the week of either December 9, 1973 or 
‘December 16, 1973 I was introduced in San Francisco at the offices ; 


of STS to Messers. Self and Hecker, the Chief Executive Officer 


sen + + oe eee 


and Vice Chairman of Bee Chemical Company. At that time I was a 
consultant to STS. Also in attendance at this meeting were ' 
Messers. Wren, Acosta, Davis and Ehrlich all of whom are Directors. 

‘of STS. Messers. Self and Hecker led a discussion of the 
" desirability of a merger of STS and Bee Chemical Company. Mr. Sel 


| 

' 

} 

£ 

pressed for an immediate decision 
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| 

~ i 3. On Tuesday, April 2, 1974 Messers. Self and Hecker to- 
! r 

| gether with Tom Roulston of Roulston & Company, Inc., Bee's 


| cleveland based investment banker appeared again at the San 
i! 
‘eaten offices of STS, at their request, to present and urge 
at 


; again merger of Bee and STS. At this meeting Mr. Roulston 
distributed three spread sheets and a brochure on Bee. These 
were: 


| "Conditions facing Bee" - dated 4/1/74 
"Conditions facing STS" - dated 4/1/74 
"Rationale for Merger” - dated 4/1/74 

"Bee Chemical” - a 12-page brochure 
describing Bee, its business 
and management dated March 1974. 


4. On April 17, 1974 at a Directors meeting in Rochester 


Tom Roulston appeared before the Board as a representative of the 


shares his firm held. At this meeting Mr. Roulston critized and 
commented upon the flat performance of STS in recent years and 
| the poor return on equity as well as our operations in general. 
1 S$. On June 6, 1974 Tom Roulston came to my office in 
Rochester and discussed again the merger of STS. He further 
| advised that he had been commissioned to make a complete study of 
Bee Chemical which was delivered to my office in early July. 
6. On July 2, 1974 I went to Cleveland at +’ 2 reavest of 
Tom Roulston. Roulston's topic was again the Bee-Self merger. I 
pointed out STS's strong working capital position versus the heavy 
| debe Bee was carrying. Roulston indicated that an STS-Bee merger 


li 
"would create 7 new attrac ve borrowing base. Roulston also 


| 
I 


| deal before the year end in order to satisfy his creditors. 


stated in this regard that Self would have to make some sort of 


—_—_—— i rr 
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a On September 17, 1974 all of STS's Rochester Directors 
| George Williams, William Webber, William Warren, George 
;Bienetti, John Remington and I) met with Self at a luncheon meet- 
ling at the Genesee Valley Club. Mr. Self described STS as being 
i job shop in highly competitive business with no real future 


| opportunity for vrofit. He reviewed STS's operating history and 
ll seoncluded that it had made no progress, yielded a poor return on 


equity, lacked direction, had been mismanaged and that anyone who 


ete been a director for over a year should have been thrown out. 
yn concluded his remarks by noting that STS shareholders would be 
better served by a liquidation of the Company and reinvestment 

joe those funds in another enterprise. He then asked to be elected 


{ 
to the Boar 
| 


met with Self and Hecker, the Vice Chairman of Bee at their 


8. On October 17, 1974 I and Don Davis, an STS director, 


| 
‘request in Chicago. At this meeting Self's criticisms of 
September 17, 1974 were restated. Self refused to answer 


} 


any questions concerning his past and current relationship 
‘wee Roulston & Company, with Tom Roulston, or with other 
jclients of Roulston. He also refused comment on the then 
| recently discovered transfer from Roulston to Bee of aporoxi- 


mately 39,000 shares, except to say that knowledge of his 


“ownership of those shares might have clouded the merger 


+f Take positive action toward STS. 


| 
'Y advised him that the Board was not prepared to enlarge itself 
| 


jac that time. 


Sworn to before me this 


| been at tgasi, 2975: 


| 
— “Notary Public 
| 


DAVID E. SONN 


i] BMOTARY PUBLIZ. State of N.Y. Monroe County 
My Commission Expires March 20, 1975 
” 
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j 


talks. Self concluded by demanding a directorship and by 
stating that he had three options respecting STS: 


i. Do nothing and collect dividends 
B 2% Sell his shares, or 
| 
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WESTERN DISTRICT OF NEW YORK 


wens + efeki Sai sie ai = 4) A 
UNITED STATES DISTRICT COURT i ping Ph as 
& 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff, 


vs. : CIVIL ACTION ’ 
NO. 75-131 
M. A. SELF, BEE CHEMICAL COMPANY, : 
ROULSTON & COMPANY, INC., THOMAS ANSWER TO COMPLAINT 
ROULS'‘ON, ARTHUR S. HECKER and : 
JOHN DOE, a, ae . 
Defendants. : “awh 


STATE OF ILLINOLS ) 
) SS. 
COUNTY OF COOK ) 

NOW COME the defendants, M. A. SELF, BEE CHEMICAL COMPANY, 
an Illinois corporation, and APTHUR S. HECKER, by and through 
their attorneys in this ceyard, HODSON, RUSS, ANDREWS AND GOO YEAR 
and BAKER & MCKENZIE, and for their answer to the plaintif?'s 
Complaint at Law state as follows: 

1. These defendants admit each and every allegation con- 
tained in Paragraph 1 of the plaintiff's Complaint. 

2. These def~ridants admit each and every allegation con- 
tained in Paragraph 2 of the plaintiff's Complaint. 

3. These defendants admit eavh and every allegation con- 
tained in Paragraph 3 of the plaintiff's Complaint. 

4. These defendants are without knowledge or sufficient 
information to form a belief as to the truth or falsity of the 
allegation that the defendant, ROULSTON AND COMPANY, INC., is 
an Ohio Corporation; further answering, these defendants admit 


that ROULSTON AND COMPANY, INC. is a member of the New York Stock 
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Exchange with its principal place of business at Investment Plaza 
Cleveland, Ohio; further answering, these defendants specifically 
deny that there exists or has at any time existed a group called, 
styled or otherwise characterized as the "Bee-Self Group" or any 
other group, combine or organization acting in concert in the 
manner described in the plaintiff's Complaint or in any other 
manner. 

5. These defendants admit that the defendant, THOMAS 
ROULSTON, is an individual and is president of the defendant, 
ROULSTON AND COMPANY, INC.; further answering, these defendants 
are without knowledge or sufficient information to form a belief 
as to the truth of the allegation that THOMAS ROULSTON resides in 
the metropolitan area of Cleveland, Ohio and is the principal 
shareholder of the defendant, ROULSTON AND COMPANY, INC.; further 
answering, these defendants specifically deny that there exists 
or has at any time existed a group called or otherwise character- 
ized as the "Bee-Self Group" or any other group, combine or organi- 
zation acting in concert in the manner described in the plaintiff's 
Complaint or in any other manner. 

6. These defendants admit each and every allegation contained 
in Paragraph 6 of the piaintiff's Complaint. 

7. These defendants deny each and every allegation contained 
in Paragraph 7 of the plaintiff's Comnlaint; further answering, 
these defendants specifically deny that there exists or has at any 


time existed a group called or otherwise characterized as the 
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"Bee-Self Group” or any other group, combine or organization 
acting in concert in the manner described in the plaintiff's 
Complaint or in any other manner. 

8. These defendants have no knowledge or means of knowledye 
as to the truth or falsity of the allegations contained in Para- 
graph 8 of the plaintiff's Complaint. 

9. These defendants admit that the plaintiff attempts to 
bring this action under Section 13 of the Securities Exchange 
Act of 1934; further answering, these defendants snecifically deny 
the erplicability of Section 13 of the Securities Exchange Act of 
1934. 

10. These defendants deny each and every allegation contained 
in Paragraph 10 of the plaintiff's Complaint; further answering, 
these defendants specifically deny each and every alleged act or 
omission upon which the plaintiff attempts to predicate its Com- 
plaint. 

ll. These defendants specifically deny committing any of the 
acts or omissions alleged in the plaintiff's Complaint and, there- 
fore, deny that the plaintiff is entitled to any remedy either at 
law or in equity. 

12. These defendants allege that they are without knowledge 
or information sufficient to form a belief as to the truth of the 
allegations contained in Paragraph 12 of the plaintiff's Complaint. 

13. These defendants allege that they are without knowledge 


or information sufficient to form a belief as to the truth of the 
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allegations contained in Paragraph 13 of the plaintiff's Complaint. 
14, These defendants specifically deny that they participated 
in any meeting in December of 1973 with four directors of STS and 
Douglas Johnson; further answering, these defendants deny each 
and every remaining allegation contained in Paragraph 14 of the 
plaintiff's Complaint. 
15. These defendants allege that they are without knowledge 
or information sufficient to form a belief as to the truth of the 
allegations contained in Paragraph 15 of the plaintiff's Complaint. 
16. These defendants deny that in February of 1974 a meeting 
occurred in Chicago involving Ehrlich and Davis of STS and the 
defendant, SELF and other officers of BEE CHEMICAL; further 
answering, these defendants admit tha: on or about April 18, 1974, 
a meeting as described in Paragraph 16 of the plaintiff's Complaint 
occurred at which time the directors, Ehrlich and Davis were urged 
to act on a merger proposal previously made by BEE on April 2, 
1974. 
17. These defendants admit that on or about April 2, 1974, 
the defendants, ROULSTON and SELF, together with the defendant, 
HECKER met with STS's president and other directors of STS in San 
Francisco and discussed a merger with STS; further answering, these 
defendants admit that at the time of said meeting the four docu- 
ments in Exhibit 'l' were proffered; further answering, these 
defendants admit that those documents styled "Conditions Facing 


Bee", "Conditions Facing STS" and “Rationale for Merger" were pre- 
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Oe oe 


sented by ROULSTON AND COMPANY; further answering, these defendants 
deny that the document styled “Bee Chemical" was prepared by 
ROULSTON AND COMPANY but aftivmatively aver that it was prepared 

by BEE CHEMICAL COMPANY. 

18. These defendants are without knowledge or information 
sufficient to form 2 belief as to the truth of the allegations 
contained in Paragraph 18 of the Complaint. 

19. These defendants on information and belief verily believe 
that the defendant, T. ROULSTON attended the plaintiff's annual 
meeting of shareholders in Rochester, New York on or about April 
17, 1974; further answering, these defendants state that they are 
without knowledge or information sufficient to form a belief as to 
the truth of the remaining allegations contained in Paragraph 19 
of the plainti:f's Complaint. 

20. These defendants are without knowledge or information 
sufficient to form a belief as to the truth of the allegations 
contained in Paragraph 20 of the plaintiff's Complaint. 

21. These defendants allege that they are without knowledge 
or information sufficient to form a belief as to the truth of the 
allegations contained in Paragraph 21 of the plaintiff's Complaint; 
further answering, these defendants specifically deny that a merger 
was at that time or any other time necessary to satisfy the alleged 
creditors of the defendant, BEE. 

22. These defendants are without sufficient knowledge or 


information to form a belief as to the truth of the allegations 


contained in Paragraph 22 of the plaintiff's Complaint. 
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23. These defendants are without knowledge or information 
sufficient to form a belief as to the truth of the allegations 
contained in Paragraph 23 of the plaintiff's Complaint; further 
answering, if said allegations are true, these defendants 
specifically deny having knowledge that as of February 12, 1974, 
ROULSTON AND COMPANY, INC., had acquired in the mark@*®.an aggre- 
gate of 40,750 (FORTY-THOUSAND SEVEN HUNDRED FIFTY) shares of 
STS's common stock or approximately 5.1 percent of STS's then 
outstanding shares. 

24. These defendants are without knowledge or information 
sufficient to form a belief as to the truth of the allegations 
contained in Paragraph 24 of the plaintiff's Complaint; further 
answering, if said allegations are true, these defendants specifi- 
cally deny having any knowledge of the transactions to which 
reference is made in Paragraph 24 of the plaintiff's Complaint. 

25. These defendants admit that on or about August 13, 1974, 
ROULSTON transferred from its name to the defendant, BEE CHEMICAL 
COMPANY, 39,000 (THIRTY-NINE THOUSAND) shares of the plaintiff's 
common stock or approximately 4.85 percent of the plaintiff's 
outstanding shares; further answering, these defendants deny each 
and every remaining or inconsistent allegation contained in 
Paragraph 25 of the plaintiff's Complaint. 

26. These defendants allege that they are without knowledge 
or information sufficient to form a belief as to the truth of the 


allegations contained in Paragraph 26 of the plaintiff's Complaint. 
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27. These defendants admit that on September 17, 1974, the 
defendant, SELF, met with 6 -.(six) of plaintiff's 11 (eleven) 
directors in Rochester; further answering, these defendants admit 
that the defendant, SELF, stated that the plaintiff had been 
mismanaged, that certain members of the Board should resign because 
of their mismanagement and that the plaintiff could and should 
become more profitable; further answering, these defendants allege 
that the remaining allegations contained in Paragraph 27 of the 
plaintiff's Complaint constitute misstatements of the comments 
made by the defendant, SELF, at said time and, therefore, these 
defendants deny said remaining allegations; further answering, 
these defendants specifically deny that the defendant, SELF, sug- 
gested or implied an actual liquidation of the Company. 

28. These defendants admit that on September 17, 1974, the 
defendant, SELF, requested the plaintiff's officers and directors 
to make him a director of STS; further answering, these defendants 
deny each and every remaining allegation or inconsistent allega- 
tion contained in Paragraph 28 of the plaintiff's Complaint. 

29. These defendants admit that on October 17, 1974, STS's 
president and one of its outside directors, Davis, met with the 
defendants, SELF and HECKER, in Chicago; further answering, these 
defendants admit that Davis was informed at said meeting that BEE's 
ownership of 39,000 (THIRTY-NINE THOUSAND) shares of the plaintiff 
was not disclosed prior to August 13, 1974 because such knowledge 


might have affected the merger discussions; further answering, 
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these defendants admit that they reiterated earlier criticism »f 
STS's management in terms of‘ the necessity for increasing pro- 
fitability and a more dynamic management; further answering, 
these defendants admit that SELF stated that Bee had the options 
of continuing as an investor and collecting dividends or selling 
or buying more shares; further answering, these defendants deny 
each and every remaining or inconsistent allegation contained in 
Paragraph 29 of the plaintiff's Complaint. 

30. These defendants admit that during the first weeks of 
November, 1974, <uLF requested a meeting with William Warren in 
Mr. Warren's capacity as a shareholder and offered to travel to 
Rochester. Further answering, these defendar s admit that Warren 
refused and arranged a meeting in Chicage as part of another trip 
he was taking; further answering, these defendants admit that on 
or about November 15, 1974, Mr. Warren met with the defendants, 
SE’ F and HECKER, at O'Hare Airport, Chicago, Illinois. Further 
answering, these defendants admit that SELF expressed at said 
time an interest in Warren's determination of the possibility 
of BEE purchasing a minimum of 100,000 (ONE HUNDRED THOUSAND ) 
additional shares of STS and admits quoting a price range of 
$7.00 (SEVEN) to $7.50 (SEVEN-AND-A-HALF) to obtain those shares. 
Further answering, these defendants admit that SELF requested of 
Warren information concerning shares held in trust by banks and 
asked if he thought there was a possibility of acquiring any of 


those shares. Further answering, these defendants admit that 
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subsequent to this meeting, Mr. Warren placed a follow-up telephone 
call during the first week of January of 1975 indicating no inter- 
est and further admit that SELF responded by suggesting that Warren 
advise at what price shares would be available. Further answering, 
these defendants admit that on or about January 21, 1975, HECKER 
was called by Warren and renewed the request on behalf of the 
defendant, BEE, only; further answering, this defendant denies 
each and every remaining or inconsistent allegation contained in 
Paragraph 30 of the plaintiff's Complaint. 

31. These defendants admit that letters dated January 20, 
1975 from Wiser, Shaw, Freeman, VanGraafeiland, Harter and Secrest 
were received by the defendants, BEE and SELF, and that Exhibit IV 
constitutes in part copies of said correspondence; further an- 
swering, these defendants deny that the substance of said letters 
was in conformity with the interpretation given by the plaintiff 
in Paragraph 31 and state that said letters speak for themselves; 
further answering, these defendants are without knowledge or infor- 
mation sufficient to foin a belief as to the truth of the allega- 
tion that ROULSTON advised by phone that it was not required to 
respond but then subsequently advised that it was not a 5 (FIVE) 
per _ent shareholder by letter dated February 5, 1975; further 
answering, these defendants deny that SELF and BEE declined to 
respond in any fashion and state that counsel for the plaintiff 
was referred to these defendants' attorneys for whatever response 


was deemed appropriate, if any; further answering, these defen- 
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dants stated that plaintiff's Exhibit VI speaks for itself as to 
the substance of the letter dated February 19, 1975 and affirma- 
tively state that said Exhibit VI demonstrates the recognition by 
plaintiff's counsel that no response by these defendants to the 
February 5th or February 19th correspondence was necessary; 
further answering, these defendants are without knowledge or suf- 
ficient information to form a belief as to the truth of the allega- 
tion that STS's counsel advised the Securities and Exchange 
Commission of its inability to obtain information; further answer- 
ing, these defendants deny that the information soug..t by STS 

was "required" information for its proxy material. 

32. These defendants are without knowledge or sufficient 
information to form a belief as to the truth of the allegation 
that as of April 4, 1975, plaintiff's transfer agent's records 
indicate that defendant, ROULSTON AND COMPANY, INC. was the owner 
of record of TWENTY-FIVE THOUSAND TWO HUNDRED (25,000) shares -- 
3.1 percent of plaintiff's now outstanding common stock or that 
the defendant, T. ROULSTON does not own of record in his name any 
shares; further answering, these defendants admit that the plain- 
tiff's transfer agent's records should designate that BEE CHEMICAL 
COMPANY owns THIRTY-NINE THOUSAND (39,000) shares of plaintiff's 
now outstanding common stock; further answering, these defendants 
admit that the plaintiff's transfer agent's records should indi- 


cate that the defendant, SELF, does not own of record any shares; 


further answering, these defendants deny each and every remaining 
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allegation contained in Paragraph 32 of the plaintiff's Complaint. 

33. These defendants state that Regulation 14a, Rule 1l4a--3(d) 
of the Act and the Rules of the Exchange sp-ak for themselves and 
designate the requirements of STS; further answering, these defen- 
dants are without knowledge or sufficient information to form a 
belief as to the truth of the allegation that ROULSTON AND COMPANY 
has requested only one copy of such material to distribute in 
compliance with such Rules thereby indicating there is only one 
beneficiul owner of the TWENTY-FIVE THOUSAND TWO HUNDRED (25,000) 
shares allegedly held in its name; further answering, these defen- 
dants affirmativeiy aver that they were not aware that TWENTY-FIVE 
THOUSAND TWO HUNDK™D (25,200) shares were held in the name of 
ROULSTON AND COMPANY for one beneficial owner. 

34. These defendants state that the plaintiff attempts to 
predicate a claim under and pursuant to Sections (23). 08):61).. (2), 
(3), (4) and (6) of the Securities Exchange Act of 1934 and Rules 
13d-1 2 and 3 promulgated by the Securities and Exchange Commis- 
sion thereunder; further answering, these defendants specifically 
deny the applicability of said Sections and Rules to them by rea- 
son of their ownership of only 4.85 pe “ent of STS's egvity se- 
curity and further deny that any allegation or facts exist which 
bring them within the purview of said Sections 13(d) and Rules 
13d-1, 2 and 3 promulgated by the Securities aad Exchange Commis- 


sion, 


35. These defendants deny each and every allegation contained 
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in Paragraph 35 of the plaintiff's Complaint. 

36. These defendants deny each and ever’ allegation contained 
in Paragraph 36 of the plaintiff's Complaint. 

37. These defendants deny each and every allegation contained 
in Paragraph 37 of the plaintiff's Complaint. 

38. These defendants deny each and every allegation contained 
in Paragraph 38 of the plaintiff's Complaint; further answering, 
these defendants specifically aver that the interest of BEE 
CHEMICAL in STS is to insure the furtherance of STS's business pur- 
poses, increase its earnings, improve its business and operations 
and benefit its shareholders. 

39. These defendants deny each and every allegation contained 
in Paragraph 39 of the plaintiff's Complaint. 

40. These defendants deny each and every allegation contained 
in Paragraph 40 of the plaintiff's Complaint; further answering, 
these defendants specifically deny that there exists or has at 
any time existed a group called or otherwise characterized as the 
"Bee-Self Group" or any other group, combine, or organization act- 
ing in concert in the manner described in the plaintiff's “omplaint 
or in any other manner. 

41. These defendants stated that Section 13(d) (1) of the Act 
and Rule 13d-1 and 13d-3 speak for themselves; further aaswering, 
these defendants specifically deny the applicability cf Section 
13(d) (1) and Rules 13d-1 and 13d-3 to them. 


42. These defendants admit that SELF and BEE have not filed 
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any statement pursuant to Section 13(d) of the Act and Rule 13d-1l 
and Schedule 13D for the reason that SELF does not own any stock 
in STS and BEE owns less than FIVE (5) percent of STS's outstand- 
ing common stock; further answering, these defencants are without 
knowledge or sufficient information to form a belief as to the 
truth of the allegation relating to T. ROULSTON and ROULSTON AND 
COMPANY; further answering, these defendants specifically deny 
that there exists or has at any time existed a group called or 
otherwise characterized as the "Bee-Self Group” or any other 
group, combine or organization acting in concert in the manner 
described in the plaintiff's Complaint or in any other manner. 

43. These defendants state that Sections 13(d)(1) and 
13(d) (6) speak for themselves; further answering, these defendants 
specifically deny the applicability of said sections. 

44. These defendants deny each and every aliegation contained 
in Paragraph 44 of the plaintiff's Complaint; further answering, 
these defendants specifically deny that there exists or has at any 
time existed a group called or otherwise characterized as the "Bee- 
Self Group" or any other group, combine or organization acting in 
concert in th manne. described in the plaintiff's Complaint or in 
any other manner. 

45. These deféndants deny the applicability of Section 
13(d) (1) and Section 13(d)(6) to the defendarts, SELF and BEE, 
and therefore deny each and every allegation contained in Para- 


graph 45 as it relates to these defendants; further answering, 
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these defendants are without knowledge or sufficient information 
to form a belief as to the truth of the allegations contained in 
Par ...aph 45 relating to the defendants, T. ROULSTON and ROULSTON 
AND COMPANY; further answering, these defendants specifically deny 
that there exists or has at anv time existed a group called or 
otherwise characterized as the "Bee-Self Group" or any other 
group, combine or organization acting in concert in the manner 
described in the plaintiff's Complaint or in any other manner. 

46. These defendants deny each and every allegation contained 
in Paragraph 46 of the plaintiff's Complaint; further answering, 
these defendants deny that they have at any time conceaied materiai 
information from the Securities ard Exchange Commission, STS, STS's 
shareholders, the investing public or violated any Sections of the 
Securities Exchange Act of 1934 or the Rules promulgated there- 
under; further answering, on information and belief, these defen- 
dants verily believe that neither T. ROULSTON nor ROULSTON AND 
COMPANY has at any time concealed mater al information from the 
Securities and Exchange Commission, STS, STS's shareholders or the 
investing public or has in any way violated the Act or Rules 
promulgatee tnereunder; further answering, these defendants speci- 
fically deny thai: there exists cr has at any time existed a group 
called or otherwise characterized as the “Bee-Self Group" or any 
other group, combine or organizat..o. acting in concert in the 
manner Ceres: * in the plaintiff's Complaint or in any other 


manner, 
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47. These defendants deny each and every allegation contained 
in paragraph 47 of the plaintiff's Complaint. 

48. These defendants deny each and every allegation contained 
in Paragraph 48 ¢ the plaintiff's Complaint; further answering, 
these defendants specifically deny that there exists or has at any 
time existed a group called or otherwise characterized as the 
"Bee-Self Group" or any other group, combine or organization act- 
ing in concert in the manner described in the plaintiff's Com- 
plaint or in any other manner. 

4%, These defendants deny each and every allegation contained 
in Paragraph 49 of the plaintiff's Complaint, 

50. These defendants deny each and every allegatic: contained 
in Paragraph 50, including sub-paragraphs (a) through (f); 
further answering, these defendants specifically deny that there 
exists or has at any time existed a group called or otherwise 
characterized as the "Bee-Self Group" or any other group, combine 
or organization acting in concert in the manner described in the 
plaintiff's Complaint or in any other manner. 

WHEREFORE, these defendants, M. A. SELF, BEE CHEMICAL COMPANY 
and ARTHUR S. HECKER, deny that the plaintiff is entitled to any 
of the relief sought herein or any relief whatsoever and these 
defendants, M. A. SFIF, BEE CHEMICAL COMPANY and ARTHUR S. HECKER, 
affirmatively pray .nat the temporary restraining order entered by 
this Court on or about April 7, 1975, be dissolved; that the 


plaintiff's STS Complaint herein be dismissed with prejudice and 
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that these defendants be awarded attorneys' fees, costs and 
expenses and whatever additional relief as this Court may deem 


just and proper. 


FIRST DEFENSE 
The Complaint fails to state a claim against these defendants, 
M. A. SELF, BEE CHEMICAL COMPANY, an Illinois corporation and 


ARTHUR S. HECKER, upon which relief can be granted. 


SECOND DEFENSE 

The plaintiff, STECHER-TRAUNG-SCHMIDT CORPORATION, in deliber- 
ately delaying and failing to assert its claimed right against 
these defendants is guilty of laches and, thereby, barred from 
presently asserting its claim. 

WHEREFORE, these defendants, M. A. SELF, BEE CHEMICAL COMPANY, 
an Illinois corporation and ARTHUR S. HECKER, pray that the 
plaintiff's, STECHER-TRAUNG-SCHMIDT COROPORATION, be dismissed 
with prejudice and that these defendants be awarded attorneys' 
fees, costs and expenses and whatever additional relief as this 
Court may deem just and proper. 

BAKER & MCKENZIE HODGSON, RUSS, ANDREWS, 
WOODS & GOODYEAR 


By QCobut Aarrsae Mensser Oe RS Se a 
MemberYof the Firm Member of the Firm 


Attorneys for Defendants Attorneys for Defendants 
Office and Post Office Address Office and Post Office Address 
700 Prudential Plaza 1800 One M & T Pla 

Chicago, Illinois 60601 Buffalo, New York 03 


(312) 828-0400 + (716) 856-4000 
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M. A. SELF, being duly sworn on oath, deposes and states as 
follows: that he is an officer, to wit: the president of BEE 
CHEMICAL COMPANY, an Illinois corporation, that both he and BEE 
CHEMICAL COMPANY are named as defendants in this cause; that he 
has read the foregoing answer to the plaintiff's Complaint and 
knows the contents thereof; that the same is true to the knowledge 
of the deponent except as to the matters therein stated to be 
alleged upon information and belief and as to those matters he 


believes it to be true. 


SUBSCRIBED and CWORN to 
before me this //_ day of 


"é , Bibey. TOTS. 


me oe 


NOTARY” PUBLIC 


Ah. 


My boissons capes Celouer ¥, 1975 
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ARTHUR S. HECKER, being duly sworn on oath, deposes and 
states as follows: that he is an officer, to wit: th: vice- 
chairman of BEE CHEMICAL COMPANY, that both he and BEE CHEMICAL 
COMPANY ace named as defendants in the above entitled action; 
that he has read the foregoing answer to the Complaint and knows 
the contents thereof; that the same is true to the knowledge of 
the deponent except as to those matters therein stated to be 
alleged upon information and belief, and as to those matters he 


believes it to be true. 


SUBSCRIBED and SWORN to 


before me this //_ day of 


Oi 4 


Coen ke 5 esp ke tas 


My Como ca Frsves elutes 8, 1975 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


BEE CHEMICAL COMPANY, 
Counterplaintiff, CIVIL ACTION NO.75-131 
-vs- 
STECHER-TRAUNG-SCHMIDT CORPORATION, COUNTERCLAIM 


Counterdefendant. 


Now comes Bee Chemical Company by and through its attorneys 
in this regard, Hodgson, Russ, Andrews, Woods & Goodyear and 
Baker & McKenzie, and for its Counterclaim says as follows: 

1. This action arises under Section 14(a) of the Securi- 
ties Exchange Act of 1934, as amended (the “Act"}) and the rules 
and regulations promulgated by the Securities and Exchange 
Commission thereunder, and this Court has jurisdiction under said 
Section 14(a) and under Section 27 of said Act. 

2. Bee Chemical Company brings this Counterclaim on hehalf 
of itself and all other stockholders of Stecher-Traung-Schmiit 
Corporation ("STS") similarly situated. 

3. On information aid belief, Counterdefendant SS is a 
corporation organized under the laws of the State of New York 
with its principal executive offices at 274 North Goodman Street, 
Rochester, New York. 


4. On intormation and belief, Counterdefendant STS has 


outstanding one class of stock designatea common stock, $5.00 
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par vaiite, which is registered pursuant to Section 12 of the Act 
and holders of aid stock are entitled to cumulate votes in 


elections for directors of STS. 

5. Bee Chemical Company is a corporation organized under 
the laws of the State of Illinois with its principal executive 
offices at 2700 East 170th Street, Lansing, Illinois. 

6. Bee Chemical Company is the benefidial owner of 39,000 
shares of common stock of STS. 

7. On information and belief, on or about March 17, 1975, 
~ounterdefendant STS prepared and delivered to its stockholders 
(a) a lecter from its president, Douglas M. Johnson, dated March 
17, 1975, (b) a document entitled "Notice of Annual Meeting of 
Stockholders," dated March 17, 1975, and (c) a document entitled 


dated March 17, 1975 (a copy of said documents 


"Proxy Statement 
is attached hereto as Exhibit A and all of said documents are 
hereinafter referred to as the "STS Proxy Statement"), with 

regard to the Annual Meeting of Stockholders of STS, to be held 
April 30, 1975, at which action is to be taken: 

1) For consideration of and action upon a proposed 
amendment to the Company's bylaws providing for the classification 
of directors. 

2) For the election of direcotrs. 

3) For consideration of and action upon a proposal to 
approve the selection of Coopers & Lybrand as independent auditors 


for the fiscal year ending December 31, 1975. 
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4) To transact such other business as may properly 
come before the meeting or any adjournment or adjournments thereof. 

8. Representatives of management and the Board of Directors 
of STS, during the period from April 2, 1974 to April 6, 1975 met 
and/or discussed with representatives of Bee Chemical Company, 
proposals for the merger of Bee Chemical Company and SIS, or for 
the acquisition of STS by Bee Chemical Company. As a result of 
these meetings and discussions, said representatives of STS were 
provided with materials and information, including business and 
financial information, relating to Bee C1emical Company and said 
proposals. 

9. On April 4, 1975, Bee Chemical Company stated to 
management of STS that it was prepared to make an otter of $8.00 
per share for all of the outstanding shares of common stock of STS 
if, and only if, the cooperation of STS management was obtained. 
The offer Bee Chemical Company was prepared to make further would 
be conditioned upon the approval of holders of sixty-six and two- 
thirds (66-2/3) of the outstanding STS common shares. 

10. A classification of a board of directors of a corpora- 
tion into staggered terms of office, is inconsistent with and in 
iolation of provisi ns for cumulative voting protecting minority 
shareholders. 
ll. Section 16(a) of the Act and the rules and regulations 


and forms promulgated by the Securities and Exchange Commission 


138 


Counterclaim. 
- 4 = 


thereunder require that each director or officer of a company with 
a class of equity securities registered under Section 12 of the Act 
shall file a statement regarding the amount of securities of such 
company held by such person within 10 days after he becomes a 
director or officer, and thereafter within 10 days after the close 
of any calendar month during which there has been a change in 

such .. .ership. 

12. On information and belief, all but two of the directors 
and officers of STS, have not filed any reports required by 
Section 16(a) of the Act on Forms 3 and 4 promulgated by the 
Securities and Exchange Commission thereunder, with respect to 
their holdings or trading of STS common stock. 

13. Section 14(a) of the Act provides that it is unlawful 
for any person to solicit proxies in contravention of the rules 
and regulations of the Securities and Exchange Commission promul- 
gated thereunder. Schedule 14A promulgated by the Securities and 
Exchange Commission sets forth information required to be included 
in proxy statements subject to the Act, including, among other 
matters, any interest by management in the matters to be acted 
upon, any transactions, including the issuance of shares or the 
grant or exercise of options for shares, between the company and 
Management, any action to be taken with respect to any report of 
the company or its management and the reasons for and general 
effect of any amendment to the company's By-Laws. Rule 14a-9 
promulgated by the Securities and Exchange Commission provides that 


no solicitation subject to the rule shall be made by means of a 
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proxy statement containing any statement which at the time and in 
the light of the circumstances under which it is made, is false or 
misleading with respect tc an. material facts or which omits to 
state any material fact necessary in order to make the statements 
therein not false or misleading, or necessary to correct any 
statement in any earlier proxy statement or communication with 
respect to the solicitation of a proxy for the same meeting or 
subject matter which has become false or misleading. 

14. On information and belief, the STS Proxy Statement fails 
to disclose, as is required by Section 14(a) of the Act and Rule 
14a-3 and Schedule 14A promuigated by the Securities and Exchange 
Commission thereunder, the following informat:.on: 

a) That certain officers and directors of -STS had 
been granted options to purchase she -es of commo:, stock of STS and 
had purchased shares of common stock of STS with the knowledge 
that STS was engaged in discussions with Bee Chemical Company 
regarding a merger or acquisition of STS and with the knowledge 
of certain inside information with regard to said discussions. 

b) That the purchase or exercise price of the shares 
of STS common stock purchased by or granted to said ofiicers and 
directors, while it may have reflected the then market price, did 
not reflect the value which the said office:. and directors 
reasonably expected would be given to the stock if the proposals 


concerning a merger or acquisition with Bee Chemical Company 


became public knowledge. 
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c) That the Board of Directors of STS had refused to 
cooperate with ard had rejected Bee Chemical Company's oposal 
for a conditional offer of $8.00 per share of STS common stock. 


d) That the proposed classification of the STS Board 
of Directors may be successfully challenged in court proc 
as being inconsistent with cumulative voting protections for 
minority shareholders. 

e) That certain of the officers and directors of STS 
have failed to file reports as required by, and in violation of, 
Section 16(a) of the Act. 

15. By reason of the omission by STS of information regard- 
ing the matters set forth in paragraph 14 above, the STS Proxy 
Statement is false or misleading and omits to state material facts 
necessary to make the statements therein not false or misleading. 
Said omissions will cause the stockholders of STS to votre upon 
management's proposals at the Annual Meeting of Stockholders of 
STS, to be held on April 30, 1975, without information concerning 
the matters to be voted upon, or otherwise requi»ed to be disclosed 
in the STS Proxy Statement, necessary for said stockholders to 
intelligently and knowingly vote their shares of STS common stock. 


16. Bee Chemical Compary has no adequate remedy at law. 


WHEREFORE, Bee Chemical Company prays: 
A. That the Court adjudge the counterdefendant STS to have 
unlawfully violated Section 14(a) of the Act and the rules and 


regulations of the Securities and Exchange Commission promulgated 


thereunder. 
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B. That counterdefendant STS be enjoined from soliciting 
proxies for, or holding, an Annual Meeting of its stockholders 
until such time as there has be: je: ered to said stockholders, 
and said stockholders shal) have a re uable time to review, an 


amended STS Proxy Statement containing information concerning the 
following matters: 

l. That certain officers and directors of STS had been 
granted options to purchase shares of common stock of STS and had 
purchased shares of common stock of STS with the knowledge that 
STS was engaged in discussions with Bee Chemical Company regarding 
a merger or acquisition of STS and with the knowledge of certain 
inside information with regard to said discussions. 

2. That the purchase or exercise price of the shares of 
STS common stock purchased by or granted to said officers and 
directors, while it may have reflected the then market price, did 
not reflect the value which the said officers and directors 
reasonably expected would be given to the stock if the proposals 
concerning a mere2r or acquisiticn with Bee Chemical Company 
became public knowledge. 

3. That the Board of Directors of STS had refused to 
cooperate with and had rejected Bee Chemical Company's proposal 
for a conditional offer of $8.00 per share of STS common stock. 

4. That the proposed classification of the STS Board 
of Directors may be successfully challenged in court proceedings 
as being inconsistent with cumulative voting protections for 


minority shareholders. 
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5. That certain of the officers and directors of STS 
have failed to file reports as required by, and in violation of, 
Section 16(a) of the Act. 

C. That Counterde‘endant STS be required to resolicit 
proxies following the delivery to its stockholders of an amended 
STS Proxy Statement containing the information set forth above. 

D. That Bee Chemical Company be awarded attorneys’ fees, 
costs and expenses and whatever additional relief as this Court 


may deem just and proper. 


BAKER & MCKENZIE HU ON, RUSS, ANDREWS, WOODS, 
& GOODYEAR 


By is 

Attorneys £ Counterplaintiff Attorneys for Counterplaintiff 
Office and Post Office Address Office and Post Office Address 
700 Prudential Plaza 1800 One M & T Plaza 

Chicago, Illinois 60601 Buffalo, Mew York 14203 


(312) 828-0400 (716) 856-4000 
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(O)T &)) STECHER-TRAUNG-SCHMIDT CORPORATION 


© 274 N. Coodman St * Rochester, N.Y. 14607 


OFFICE OF THE 
PRESIDENT 


» March 17, 1975 


Dear Stockholder: 


Our Annual Meeting this year will be on April $u, 1975 in San Francisco, the principal! location of 
our Western Division. Many of our stockholders live in northern California and this meeting will afford 


them an opportunity to participate and to hear management reports on the growth of 
Stecher-Traung-Schmidt. 


Results for 1974 were gratify 1g. Our financial statements indicated that earnings were 
approximately $1.03 per share, one of our best records in recent years. The Company's full audited ~ 
financial statements are set forth in the Annual Report co Stockholders which has been mailed to you 
under separate cover. We enter upon 1975 with cautious optimism. As every stockholder knows, the 
national economy is suffering from reduced industrial activity in virtually every sector. Your 
management is making strenuous efforts to maintain a desirable level of sales activity at a reasonable 
profit margin. We are fortunate that a significant portion of our sales are generated by the printing of 
labels for the food and seed industries, areas which are resistant to economic decline. 


We believe it is important for our stockholders to participate in the Annual Meeting. For those living 
near the place of the 4 anual Meeting, we welcome your attendance. For all stockholders we urge 
participation by reading the enclosed proxy materials and signing nd mailing the proxy which 
accompanies these materials. A return envelope has been enriosed for your convenience. 


2) WH poh 


Douglas M. Johnson 
President 


Exhibit_A_— 


? 
4. 


i. 
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STECHER-TRAUNG-SCH MIDT CORPORATION 
274 North Goodman Street 
Rochester, New York 14607 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


To The Stockholders of 
STECHER ‘TRAUNG-SCHMIDT CORPORATION 


NOTICE IS HEREBY given that the Annual Meeting of Stockholders of STECHER-TRAUNG- 
SCHMIDT CORPORATION (the “Company”) will be held in .o* Penthouse Board Room at the 
Wells Fargo Bank, 464 California Street, San Francisco, California on Wednesday, April 50, 1975 at 
10:00 A.M. local time, for the following purposes more fully described in the accompanying 
Proxy Statement: 


For consideration of and action upon a proposed amendment to the Company's bylaws 
providing for the classification of directors. 


For the election of directors 


For consideration of and action upon a proposal to approve the selection of 
Coopers & Lybrand as independent auditors for the fiscal yeai ending December 31, 1975 


To transact such other business as may properly come before the meeting or any adjournment 
or adjournments thereof 


Please note that since the last annual meeting of stockholders, the Board of Directors has amended 
the bylaws. The following described amendments may be aeemed to have the effect of “regulating an 
impending election of directors” anc the following statement is provided to stockholders in accordance 
with the requirements of Section 601 (b) of the New York Business Corporation Law. 


That part cf Article I; Section 1 of the bylaws dealing with che date of the annual meeting of 
stockholders has been amended to provide that the annua! meeting of stockholders shall be he!d 
during the month of April in each year on such day and at such tine as shall be fixed by the 
Board of Direcicrs. Pursuant to this bylaw, the Board of Directors has fixed April 50, 1975 at 
10:00 A.M., local time, as the date and time of the Annual Meeting of Stockholders. The 
bylaws previously provided for such meeting to be held on the third Wednesday of April of each 
year at four o'clock in the afternoon. 
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2. That part of Article I, Section t of the bylaws dealing with the number of directors has been | 

deleted and restated under a new section which is designat .d as Article II, Section 2. Such 
section provides that the number of directors shall be set by action of the Board which number - 


shall in no event be less than nine (9). The current number of directors and the number of | 


directors to be elected at the Annual Meeting is eleven (11). Former Article II, Section 2 et seq. 
have been renumbered. 


3. Article I, Section 4 of the bylaws has been amended to enable the Secretary of the Corporation 
to deliver notice af any meeting to each stockholder entitled to vote thereat either personally or 
by mail rather than exclusively by mail. Article I, Section 4 was further amended to enable the 
Secretary to deliver such notice not less than ten nor more than fifty days prior to the date of any 
meeting rather than within forty days as presently provided for. This change was made to 
conform to Section 605 of the New York Business Corporation Law. 


4. Article I, Se>ion 7 of the bylaws has been amended to enable the Board of Directors to seta 
record date for determining stockholders entitled to notice of and to vote at stockholder’s 
meetings, which date shall be not less than ten nor more than fifty days prior to the meeting. 
This section formerly provided for a record date of not more than forty days prior to the 
meeting. This change has been made to conform ro Section 604 of the New York Business 
Corporation Law. 


5. Article I, Section 8 of the bylaws has been amended to enable the Board of Directors to appoint 
one or mc 2 inspectors of election prior to the annual meeting of stockholders rather than 
appoinung a mandatory number of three at such annual meeting. If inspectors are not so 
appointed, the person presiding at the meeting may, and on the request of a stockholder | 
entitled to vote thereat shall, appoint one or more inspectors. | 


The Board of Directors has fixed the close of business on March 12, 1975. as the record date for 
the determination of stockholders entitled to notice of and to vote at the Annual Meeting. 


BY ORDER OF THE BOARD OF DIRECTORS 


G. Wirttam Fauey 
% Secretary 
Dated at Rochester, New York 
March 17, 1975 


*SETHER OR NX °° YOU WILL BE ABLE TO ATTEND THE MEETING IN PERSON, 
YOU ARE REQUESTED TO SIGN AND DATE THE ACCOMPANYING PROXY AND 
RETURN IT IN THE ENCLOSED ENVELOPE. 


Annual Meeting. 


100,372 of such shares. WI 


such trusts. 


As of March 12, 1975, the Company also had outstanding 9,417 shares of Preferred Stock 
(5% Cumulative) par value $100, the holders of which are not entitled to notice of or to vote at this 


t 
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STECHER-TRAUNG- SCHMIDT CORPORATION 


274 North Goodman Strect 
Rochester, New York 14607 


PROXY STATEMENT 


This Proxy Statement and the Proxy are being first sent or given to stock’ Iders on approximately 

* March 17, 1975, and are furnished in connection with the Annual Meeting of Stockholders of the 

Company, which will be held on Wednesday, April 30, 1975. The enclosed Proxy is solicited by the 
management of the Company and may be revoked at any time before it is exercised. 


VOTING SECURITIES 
and 
CUMULATIVE VOTING 


Asof March 12, 1975, the record date for eligibility to vote, the Company's outstanding voting 
securities consisted of 806,931 shares of Common Stock par value $5.00. The holders of the Common 
Stock will be entitled to one vote per share on al! matters to be considered at the meeting except that in 
the election of directors, each common stockholder will be entitled to as many votes as shall equal the 
number of votes which he would be entitled to cast for the election of direccors with respect to his shares 
multiplied by the number of directors to be elected, and he may cast all such votes for a single director 
or may distribute them among the number to be voted for, or any two or more of them as he ray see fic 


The Company does not know of any person who owns of record or beneficially more than 10% of the 
Company's Common Stock. However, the Company has been advised by Lincoln First Bank of 
Rochester (the “Bank”) that it acts as trustee under various instruments for some twenty accounts which 
hold an aggregate 118,058 shares of the Company's Common Stock and that it has the discretion to vote 


ve bank has further advised that many of the beneficiarie and grantors | 


of these trusts are related, no current officer or director of the Company is a grantor or t “eficiary of 
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PROPOSED AMENDMENT TO THE EYLAWS 
CLASSIFYING THE BOARD OF DIRECTORS 


The Board of Directors has unanimously recommended an amendment to the Company's bylaws 
which would provide for the classification of directors. If this proposed classification of directors is 
approved by the stockholders, the stockholders at the April 1975 Annual Meeting will elect four of the 
nominees for a three-year term, three nominees tor a two-year term and four nominees for a one-year 
term. Thereatter, the stockholders will elect anproximately one third of the Board, rather than the 
entire Board, at each annual meeting. Every director who is elected after this initial classification will 
serve for a term of three years. 


As required by the proposed amendment to the bylaws and as indicated in the section of this Proxy 
Staternent dealing with the election of directors, each of the eleven management nominees, if elected, 
wil! hold office for a term of one to three years. In no event may any person be nominated for more than 
one of the classified terms. 


Assuming the approval of this amendmert, any vacancy created in the Board of Directors, except in 
the case of the removal of a director with or without cause by the stockholders, may be filled by action of 
the Board. However, any person so named shall serve only until the next annual meeting of stockholders 
and will not be classified unless re-elected by the stuckholders at such annual meeting. 


In the opinion of management, the proposed classification will facilitate the Company's long range 
planning processes and policies, provide continuity to the Board’s standing committees, and will assist 
the Company in establishing defenses to open market purchase takeovers. 


Management urges you to vote FOR the proposed amendment to the bylaws. 


The affirmative vote of a majority of the Company's common shares present and voting at the 
Annual Meeting will be required to adopt this amendment to the Company's bylaws. 


If the stockholders adopt this amendment, Article II, Section 3 of the existing bylaws will be deleted 
and the following three sections will be added in its place. Existing Section 4 et seq. will be renumbered. 


Section 3. The directors shall be classified with respect to the terms for which they shall severally 
hold office by dividing them into three classes, each consisting of one-third (1/3) of the 
whole number of the Board of Directors, or, if such number shall not be a multiple of 
three, then such division shall be as nearly equal as the total number of directors will 
perrait. The term of office of the first class shall expire at the first annual meeting of the 
Corporation subsequent to their election, the term of office of the second class shall expire 
at the second annual meeting subsequer.. to their election and the term of office of the 


Section 4. 


Section 5. 


“ 
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third class shal! expire at the third annt :! meeting subsequent to their election. At the 
first annual meeting at which directors are classified ach person nominated as a director 
shall be specifically nominated as a candidate to the first class, the second class or the 
third class, and no person shall be nominated as a candidate for more than one class) At 
each annual meeting after the election of the first classified Board, directors shall be 
elected for a term of three years to repl.ce ‘hose whose terms expire. Notwithstanding 
anything to the contrary herein contained, at nc ime shall the number of directors of any 
class be less than three (3). 


If at anytime the number of directors is increased or decreased, any newly created 
directcrships or any decrease is. ‘rectors shali be apportioned among the classes as to 
make all classes as nearly equal in number as possible. In the event of a decrease, one or 
more directors shall be reclassified by vote of a majority of the Board, if such action is 
required to balance the classes of direct. r* ~-en though this may have the effect of 
shortening the term of office to which such director was elected by the stockholders. 


Vacancies in the Board of Directors created for any reason, except the removal of a 
director or directors with or without cause by the »:. ckholders, may be filled by 2 majority 
vote of the remaining directors at any meeting, alchough such majority is less than a 
quorum. Any directors elected by the Bo-rd to fill vacancies shall hold office until the 
next annual meeting of stockholders, and <nere shall be no classification of such director: 
elected by the Board until the next anual meeting of stockholders. 


ELECTION OF DIRECTORS 


A Board of Directors consisting of « - vem directors is to be elected by the stockholders. Each 
director's term of office shall be determi;.ed as follows: 


If : se stockholders adopt the proposed amendment to the Company's bylaws providing for the 
cla sification of directors, each nominee, if elected, shall ho!d office for che term set opposite his 
rame as set forth in the table below and unti! his successor ‘s elected or appointed and qualifies. 


t 


If the stockholders J. «ot zdopt the proposed amendment, each nominee, if elected, shall hold 
office until the next ar ua’ meeting of stockholders and until his successor is elected or appointed 
and qualifies. 


Unless authority is specificclly withheld, a signed Proxy will be voted FOR the election of tne 
nominees named herein, all of whom are presently directors of the Company. The votes represented by 
such proxies may be cumulated to elect the maximum number of such nominees. If at the time of the 
ee ca teneeniet nena 
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meeting any of the nominees shall have become unavailabie for any reason, the persons entitled to vote 
the Proxy will vote for such sv ostitute «.sminee or nominees as they. in their discretion, shall determine. 
No circumstances are known which would render any nominees named unavailable. 


Assuming 
Proposed 
An ~dment 
is Av »pted 


Approximat: Amount of 
Stock Beneficially Owned 
as of January 24, 1975 (1) 


Director Tern ‘Vill 
Name Principal Occupation Since Expire Common Preferred 
Ralph J. Wreoa ¥ Chairman of the Board of Directors; 1947 * 1976 5.566 
Retired 
Douglas M. Johnson ¥ President and Chief Executive Officer 1974 1978 100 
of the Company 
Alonzo R. Acosta ¥ Executive Vice President and General 1967 ~ 1977 2.544 
Manager of the Western Division of the 
Company 
George S. Beinetti President, Rochester Telephone 1965 4 1977 50 
Corporation 
in J Philip S. Ehrlich, fr Attorney, Ehrlich, Allison & Rovens 1970 1977 2.000 
San Francisco, California; Counsel to 
the San Francisco Division of the j 
Company | 
join W. Remington Attorney, Counsel to Remington 1951“ 1976 700 (2) 
Gifford. Williams and Frey, Rochescer, | 
New York ! 
! 
/ William B. Webber Chairman of the Board and Chief 1972 1978 10 (2) ¥ ' 
Executive Officer, Lincoln First Bank 
of Rochester ' 
Donald W. Davis Executive Vice President, Davis, 1973 1978 1.000 (3) 
Skaggs & Co., Inc; Investment Bank 
ers, San Francisco, California 
+ wf William C. Warren UI President, Rochester Truck Rental Inc 1973 1978 200 (4) (4) 
George R. Williams Atcorney, Counsel to Wiser Shaw 1973 1976 106 
Freeman VanGraafeiland Harter & 
Secrest, Rocheste:, New York 
Frank L. Paganini Partner, Paganini Estates—Land De 1974 1976 3.830 (5) 


velopment, San Francisco, California 


(1} 
(2) 


(3) 


(4) 


(5) 
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Based on information furnished by or on behalf of the director concerned. 


William B. Webber, Chairman of the Board and Chief Executive Officer of Lincoln First Bank of 


Roch r and John W. Remington, a member of the Advisory Board of that bank, disclaim 
bene vnership of any shares held of record by that bank. 

Ex: ‘ud shares from time to time owned of record in the trading accounts of Davis, 
Skaggs & , Inc. Mr. Davis disclaims beneficial ownership of any shares so owned. 


Excludes 8,054 shares of Common Stock and 68 shares of Preferred Stock owned of record or 
beneficially by Jessica W. Warren, the wife of Mr. William C. Warren IIIl. Mr. Warren disclaims 
beneficial ownership of all the shares owned of record or beneficially by his wife. 


Includes 3,630 shares held in trusts for which Mr. Paganini acts as trustee or executor for his 
grandchildren. 


Frank L. Paganini was elected vrector by the Board of Directors in November 1974. 
Mr. Paganini served as an Executive Vice President of Diamond International Corporacion of 
San Francisco, a printing company, from January i362 to March 1974 and is presently a partner 
of Paganini Estates, a land development business in San Francisco. 


REMUNERATiON AND TRANSACTIONS WITH MANAGEMENT 


The following information is given with respect to the direct remuneration and certain retirement 


benefits paid by the Company and its subsidiary for services in all capacities during the fiscal year ended 
December 31, 1974 to (i) each officer and director of the Company whose aggregate direct 
remuneration exceeded $40,000 and (ii) the officers and directors as a group. 


Retirement Estimated Annual 
Amouns tet aside Benefits Upon 
Name of Individual Capacities in Which Aggregate Direct ocaccruedduring Normal! Retirement 
or Identity of Group Remuneration ws Received Remuneration fiscal year 1974 (1) Dare (1) 
Douglas M. Johnson President and Chief Executive 90,000 (2) -O- 18,750 
Officer of the Company 
Alonzo R. Acosa Executive Vice President and 72,000 (3) $1,249 $0,000 
General Manager of the Western 
Division of the Company 
Jack (4. Hill Vice President and General 44,585 (3) 2,398 16,400 
Manager of the Eastern Division 
of the Company 
Ali Officers and 395,901 (4) 58,252 105,575 
Directors as a Group 
(16 Persons) 


(1) 


(2) 


(3) 


(4) 
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The Company's Retirement Income Plan is funded by both contributions of the Co vany and the 


employee. The indicated amount set aside for each named employee for 1974 consists only of che 


Company's contribution to the Plan and an amount accrued under his employmenc 
agreement retirement provisions where applical 


ble. The estimated annual retirement benefits are 
based upon the joint contributions to date, a normal retirement date of age 65, and are derived in 
part from an actuarial computation to which there is added any additional benefits available under 
applicable employment agreements and retirement policies. 


Includes an accrued bonus of $3‘ 100, the maximum bonus for which Mr. Johnson was eligible in 
1974, as provided for in his Employment Agreement. Mr. Johnson is eligible for an annual bonus in 
1975 and 1976 in an amount equal to 5% of net profit before tax, as defined therein, in excess of 
$1,636,000, but in no event more than $37,500 in each such year. The Agreement provides the 
parties shall establish a bonus plan for 1977 which reflects Mr. Johnson's services and contribucion 
over the term of the Agreement to increas + in after- ax profits. Under the Agreement, Mr. Johnson 
is entitled to an annual salary of $60,000 in 1974 a::\d $75,000 in each of the next succeeding three 
years. The Employment Agreement is automatically renewed for one-year periods thereaiter on the 
same terms unless either party shall give ninety days notice of termination, 


Includes with respect to Mr. Acosta, a bonus for 1973 in the amount of $2,00° which was paid 
during 1974 and a bonus of $10,000 in 1974. Mr. Hill's compensation includes a bonus of $1,000 for 
1973 paid during 1974 and a bonus of $3,000 in 1974. These bonusés are awarded by the Board of 
Directors pursuant to an info. mal borus plan. Similar bonuses are also awarded to other key 
employees. 


While Mr. Wrenn, former President and Chief Executive Officer, does not receive any 
compensation for his services as Chairman of the Board, he is receiving payments under the 
Retirement Income Plan, 2 $1,660 per month supplement to that income pursuant to the terms of 
his prior Employment Agreement with the Company and an additional $1,000 per month until 
February 1976 under the terms of another agreement. 


The Company has employment agreements with four officers including Messrs. Johnson and Acosta. 


In addition to the base salary and bonus set forth in footnote (2) to the table above, Mr. Johnson is 


entitled to certain other benefits as follows: (a) In the event of total disability, full salary for a period of 
one year and thereafter an amount which when added to payments received under the Company's 
long-term disability plan and other statutory plans will equal 50% of his base salary; (b) In the event of 
retirement at age 62-64 with the Company's consent or at age 65, a life-time retirement in an annual 
amount equal to 2.5% of average base salary during the three highest years of the five years preceding 


10 


i] 
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retirement times his number of years of service less annual benefits under the Retirement Income Plan 


(see footnote (1) to the table above); (c) In the event of any other termination after the beginning of 
1978, retirement benefits shall be reduced by .5% for each month between such termination and age 
65; (d) In the event of death prior to age 65 while employed, Mr. Johnson's widow is entitled to an 
amount equal to one-half of his then annual base salary. Mr. Johnson's Employment Agreement further 
specifies that during its term, he shall be retained as President and elected as a director and that the 
Agreement may be terminated by the Company during its initial term for the lesser of his base salar 

due thereunder or $150,000. Termination in other circumstances would result in Mr. Johnson receiving 


up to 50% of his salary until age 65. Non competition provisions are effective if Mr. Johnson terminates 
the agreement. 


The employment agreements for Mr. Acosta and the other two officers provide benefits as follows: 


(a) If such employee continues in the employ of the Company and becomes physically disabled from 
performing his duties, the Company wil! pay him full salary for the period of one year and thereafter 
during continuance of such disability 50% of his salary until such employee reaches age 65. Th creafter, 
the Company will pay such employee annually during continuance of his disability such amount, which 
when added to the employee's Social Security benefits and the amount he receives from the Company's 
Retirement Income Plan will result in a combined payment equal to 40% of such employee's salary at 
the time his disability began; (b) If such employee continues in the employ of the Company until age 65, 
the Company will pay him each year for the remainder of his life an amount which when added to the 
employee's Social Security benefits and the amount he receives under the Company's Retirement 
Income Plan will result in an combined payment to him equal to 50% of his annual salary at the time of 
his retirement. Such payments ai : subject to performance by the employee of an agreement on his part 
that he will nat engage in any «mployment or enterprise in competition with the business of the 
Company, and that following retirement he will on request serve the Company in an advisory or 
consultative capacity; (c) If such employee dies while in the employ of the Company before reaching age 
65, the Company will! pay to his widow an amount equai to two years of his salary at the time of his 
death, payable to her in equal monthly insta!'ments over a period of 10 years or until her death should 
such event sooner occur; (d) If such employee continues in the employ of the Company until he reaches 
age 65; the Company will thereafter upon his death pay to his widow $5,000 per year payable in 
equal monthly installments for a period of 5 years or until her death should such event sooner occur. 
These contracts also incorporate a provision whereby certain payments are due where there is a 
termination resulting from merger or acquisition or the termination of the employee prior to the date he 
becomes eligible for the benefits set forth in said agreement. 


During 1974 to the date hereof, the Company granted ceptions under its Qualified Stock Option Plan 
for an aggregate $2,100 shares to all of its officers and directors as a group. All of these options are 
exercisable at a price of $4.63 per share, the fair market value on the date of their grant. Of these 
options, 15,000 were granted to Mr. Johnson, 4,500 to Mr. Acosta and 2,000 to Mr. Hill. During this 


ll 
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me period, all officers and directors as a group exercised options for an aggregate 2,885 shares at an 
j 8 I I sares 
average exercise pri f $4.63 per share, a total exercise price of $13,378.29. The aggregate market 


price of the shares quired, computed by adding the market prices as reported by a membc~ of the 
National Association of Securities Dealers, Inc. on each date of exercise, was $14,092. 


On July 2, 1974, the Company and Alonzo R. Acosta, a director and Vice President, pleaded “Nolo 
Contendere” to an alleged violation ef Section | of the Sherman Anti-Trust Act relating to price fixing, 
all specified in indictments filed in the United States District Court for the Northern District of 
California under the names //nited States of America v. Stecher-Traung-Schmidt Corporation and 
Urute? States of Amen av. A. R. Acosta. The plea of “Nolo Contendere,” while not constituting a 
ple... “guilty,” allows sentencing by a court as though a guilty plea had been entered. The Company 


was fined $35,000 and Mr. Acosta received a three month suspended sentence, one ye robation, a 
jo A ancl dpedeb cine Mts int Bh oi bitoni LB ae 8 al 


$5,000 fine and is required to make an oral presentation of the circumstances and his invo.ement in the 


case before twelve civic of other groups. In addition, he must submit a written report to the District 
Court describing each presentation, Mr, Acosta has not been indemnified against nor reimbursed for 
this fine, but was reimbursed for legal fees amounting to $7,500. Based upon the same facts giving 
rise to the above indictments, the Company has also been charged with contempt of court 

1942 Consent Decree Tomerrning price fixing in the label princing industry. No disposition = yet been 
made for the contempt charge. In 1973, the Company and several other deferidants settled a civil suit, 
also based on the sane facts, for a total cost, including expenses, of approxiraately $1,070,000 resulting 
in a charge against prior period income, net of estimated tax benefits, of $514.000. The Company has 


established an affirmative anti-trust compliance procedure involving all of its relevant employees to 
prevent any fucure basis for alleged violaiions of the Sherman Act. 


Mr. Philip S. Ehrlich, Jr., a director of the Company, is a member of the firm of Ehrlich, Allison & 
Rovens which represented the Company in this anti-trust matter. Leral services were billed by this firm 
to the Company for this and other representation 


Mr. William B. Webber, a director of the Company, is Chairman of the Board and Chief Executive 
Officer of Lincoln First Bank of Rochester (the “Bank’). Mr. John W. Remington, also a director of the 
Company, is a member of the Advisory Board of that Bank. The Bank is a depositary of the Company, a 
transfer agent for the Company's Common Stock and Preferred Stock (5% Cumulative) and a source of 
short term borrowings. During 1974, the Company paid the Bank interest on all of those 
borrowings amounting to approximately $48,000. In the opinion of management, the Company's | 
commercial dealings with ! ircola First Bank of Rochester are on terms as favorable as those available ¢ 
from other third party banks. 


| 
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SELECTION OF INDEPENDENT AUDITORS 
The Board of Directors has selected the tirm of Coopers & Lybrand as auditors for the Company for 


the fiscal year ending December 31, 1975. Coopers & Lybrand or its predecessors has served the 
Company as auditors since 1936 


This selection will be presented to the stockholders for approval or : «ie : at the Annual Meeting. 
If the stockholders do not approve this selection, the Board of Direc: ill reconsider its choice. 

The Company h -*’ been advised by that firm that they are independent public accountants 
as defined by the Sec ad Exchange Commission in its rules and regulations. The firm has further 
advised the Compar representative will be present at the Annual Meeting and will be available 
to respond to appro “estions. 


The members of the Audit Committee of the Losrd of Directors are Donald W. Davis, 
George R. Williams and George S. Beinetti. 


OTHER 


As of the date of this Proxy Statement, management does not intend to present, and has not been 
informed that any other person intends to present, any matter other than those specifically referred to 
in this Proxy Statement. If any other matters properly come before the meeting, it is intended that the 
holders of the Proxies will act in respect thereto in accordance with their best judgment. 


The cost of this solicitation of Proxies will b> .srne by the Company. The solicitation will be 
primarily by mail. Some of the officers and regular employees of the Company, without extra 
remuneration, may solicit proxies personally or by telephone, telegraph or cable. The Company has 


also contracted with Skinner & Co. of San Francisco to solicit proxies for the fee of $2,500 plus expenses, 
PO moo) ES Ti mea maa ca ea it 


estimated at $1,000. 


The Company will request brokerage houses, nominees, custodians and fiduciaries to forward 
soliciting material to the beneficial owners of shares registered in their names and will reimburse such 
persons for any reasonable expense incurred in such assistance. 


BY ORD- >. OF THE BOARD OF DIRECTORS 


G. Wirutam FanHey 
Secretary 
Dated at Rochester, New York 
March 17, 1975 


18 
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UNITED STATES DISTRICT COURT Cort Mead ti, iA 


WESTERN DISTRICT OF NEW YORK : a ae 
Geotail eok: S  e 4 ig fss— 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


S 


Plaintiff, CIVIL ACTION NO. 75-131 
AFFIDAVIT IN OPPOSITION 
M.A. SELF, BEE CHEMICAL COMPANY, TO MOTION FOR TEMPORARY 
ROULSTON & COMPANY, INC., THOMAS RESTRAINING ORDER AND 
ROULSTON, ARTHUR S. HECKER and PRELIMINARY AND PERMANENT 
JOHN DOE, INJUNCTIONS 


Defendants. 


CTATE OF ILLINOIS) 
) SS. 
COUNTY OF C O O K) 

M.A. SELF, being duly sworn, deposes and’ says: 

1. I reside at 444 East 4th Street, Hinsdale, Illinois and 
I am President and Chairman of the Board of Bee Chemical Company. 
This Affidavit is submitted by me in opposition to Plaintiff's 
Motion for a Temporary Restraining Order and Preliminary and 
Permanent Injunctions. 

2. On July 12, 1973 I and Arthur S. Hecker, Vice Chairman 
of Bee Chemical Company, first met with Thomas Roulston, President 
of Roulston & Company, Inc. Prior to that time, Bee Chemical 
Company had studied various companies as potential merger candi- 
dates. The primary criterion was to find a company which, when 
combined with Bee, would result in a company which would benefit 
both companies, which in turn meant that each of the companies 
needed to bring something important to the other. At the July 12, 
1973 meeting, we advised Mr. Roulston of Bee Chemical Company's 


interest in seeking a suitable merger. We later identified 
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Stecher-Traung-Schmidt Corporation ("STS") as a possible candidate 
and expressed our interest in developing further infcormation. In 
the case of STS and Bee Chemical Company, Bee Chemical Company is 
a company with a strong technology base in the field of coatings, 


inks, printing and coating of plastic film, including a process 


, 


of making transfer labels, which includes of the basic in- 
gredi involved in the conventional printing process. STS has 
a str« ecsition in the conventional label market and has a 
broe4ly based sales operation, as well as good graphics, art, and 
printing capability, which could be better utilized by shifting 
part of S7S's emphasis to more premium and proprietary-type 
markets involving Bee Chemical Company's technology along with 
Bee Chemical Company's product and market development capabilities. 
In early September, we advised Roulston of Bee Chemical Company's 
interest in taking a position in STS's common shares. We advised 
at-that time Bee Chemical Company had in mind allocating, $100,000 
for the purchase of STS shares. Thereafter, Bee Chemical Company 
placed orders to purchase up to an aggregate of 39,000 shares 
(representing no more than 4.85%) of common stock of STS with 
Roulston & Company, Inc. during the period September 11, 1973 to 
January 28, 1974. Attached hereto as Exhibit A are customer con- 
firmation and statements of such purchases. Bee Chemical Company 
has made no other purchases of STS common stock. 


3. Neither I nor Arthur S. Hecker, Vice Chairman of Bee 


Chemical Company, own individually any shares of STS common stock. 
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4. At no time has there been any discussion, agreement, 
arrangement or understanding between Bee Chemical Company (or any 
person employed by, associated with or acting for or with Bee 
Chemical Company) and any other person, that Bee Chemical Company, 
together with such other person, would either directly or indi- 
rectly acquire, hold, vote, dispose of or otherwise deal in or 
with shar: ymmon stock of STS as a partnership, limited 
partnersh., Jndicate or oth» aroup. 

5. The sole arrangement or agreeme.ut entered into by Bee 
Chemical Compcuy with regard to STS was for Roulston & Company, 
Inc. tO approach the management of STS for Purposes of exploring 
the possibility of a merger of the two companies, and to purchase 
for Bee Chemical Company 39,000 shares (4.85%) of STS.common stock. 

6. Neither Roulston 5§& Company, Inc. nor any other person 
was directed or authorized by or cn behalf of Bee Chemical Company 
*o acquire for any purpose shares of common stock of STS, other 
than the 39,000 shares owned by Bee Chemical Company. 

7 Neither Thomas Roulston nor Roulston & Company, Inc. 
had ever represented Bee Chemical Company in connection with any 
acquisition or other watter regarding Bee Chemical Company. In 
fact I had not even wet Tomas Roulston prior to my meeting with 
him on July 12, 1973. 

8. Nei-ber I, nor any person associated with me or Bee 
Chemical Company, had any knowledge that additional shares of STS 


common stock were purchased through Roulston & Company, Inc. until 
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some time after the completion on January 28, 1974 of the purchase 
of the 39,009 shares for Bee Chemical Company and then I only 
learned that purchases were made but I did not know who the 
purchaser or purchasers were or how much was purchased. At no 
time did Thomas Roulston or any one else disclose to me, and I am 
still presently unaware of, the identity of such customer or 
customers. I did not believe that Thomas Roulston or Roulston & 
Company, Inc. owned such shares beneficially or had complete dis- 
cretion with regard to such shares. 

9. Prior to April 2, 1974, neither I nor anyone on behalf 
of Bee Chemical Company, except Thomas Rouis’on, had any contact, 
discussion or meeting with any officer or director of, or anyone 
representing STS. To my knowledge, the name of Bee Chemical Com- 
pany was not brought to the attention of STS, its management or 
anyone representing STS, by Thomas Roulston or anyone else, until 
shortly before the April 2, 1974 meeting. 

10. On April 2, 1974, I, Arthur S. Hecker and Thomas 
Roulston met with Douglas M. Johnson, Ralph J. Wrenn, Donald Davis 
and Philip S. Ehrlich, Jr. of STS at the offices of STS in San 
Francisco, California. The purpose of the meeting was to discuss 
the possibility of a merger between STF and Bee Chemical Company. 
At this meeting we emphasized the valve which we felt would exist 
in such a merger for both companies. We delivered to the STS 
representatives three documents, dated April 1, 1974 entitled 
"Condicions *acing Bee," "Conditions Facing STS," and "Rationale 


for Merger," which were presented by Roulston & Company, Inc 
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and one document, dated March, 1974, entitled "Bee Chemical," 


which had been prepared by Bee Chemical Compan,, but not specifi- 
cally for the weeting with STS. We were advised that the STS 
Board would consider the matter and advise us whether they would 


enter into serious negotiations with Bee Chemical Company for a 


pooling-of-interests merger. It was agreed that if the STS Board 
accepted further exploring of this idea, * .at Ehrlich and Davis 
would visit Bee Chemical Company in Lan g, Illinois on April 18, 


1974, the day following a Board Meeting and an Annual Meeting of 
STS to be held in Rochester on April 17, 1974. It was also agreed 
that Johnson would visit Bee Chemical Company. The date was un- 
certain as to when he could fit it into his schedule but it was 
agreed that it should be as soon as practical. It was my impres- 
sion that the STS representatives were generally receptive to 
considering the merger proposal as a result of the meeting. 

ll. With regard to the Annual Meeting of Stockholders of 
STS, held on April 17, 1974, Bee Chemical Company, as beneficial 
owner, voted its 39,000 shares of STS common stock at this meeting 
in accor’ince with STS management's proposals. Neither I, nor 
anyone connected with Bee Chemical Company, to my knowledge, had 
any discussion or communication with Thomas Roulston or anyone 
connected with Roulston & Company, Inc. with regard to the voting 
of any other shares of STS common stock at this meeting, any other 
meeting, or at iny other time. 

12. From April 2, 1974, until the STS Board of Directors 


meeting held on July 17, 1974, at which the merger proposal 
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between Bee Chemical Company and STS was rejected by STS, STS, 

in my view, expressed considerable interest in the proposed merger 
and led me to believe that they were not taking a negative view 
toward it. Pursuant to the April 2, 1974 meeting discussed above, 
two of the directors of STS, Philip S. Ehrlich, Jr. and Donald W. 
Davis, in the course of returning on April 18, 1974 from the 


Annual Meeting of Stockholders of STS, held in Rochester, New York, 


on April 17, 1974, visited the offices of Bee Chemica “ypany in 
Lansing, Illinois to tour the facilities and to furthe: scuss 
the merger proposal an .gain there was no implication that they 
were taking a discouraging view toward such a merger. Furthermore, 


on April 23, 1974, Douglas M. Johnson, President of STS, also 
visited the offices of Bee Chemical Company in Lansing, Illinois 

to discuss the proposed merger and to tour the facilities of Bee 
Chemical Company in Lansing. In addition, Douglas M. Johnson, 
subsequently on May 22, 1974 visited the facilities of Bee Chemical 
Company in Union City and Fairfield, New Jersey and discussed 
products, markets and, in general, the business of Bee Chemical 
Company. 

13. At the request of Thomas Roulston, during the con- 
sideration of the merger proposal by STS, it was felt that the 
representation of Bee Chemical Company by Roulston and Company, 
Inc. be defined. In this regard, attached hereto as Exhibits B 
and C are letters, dated April 19, 1974 and May 2, 1974, respect- 


ively, between Bee Chemical Company and Thomas Roulston indicating 
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that Roulston & Company, Inc. was being retained by Bee Chemical 
Company to develop a merger or acovisition for Bee Chemical Com- 
pany with another company, including, among other pcessibilities, 
STS, pursuant to certain guidelines set forth in the May 2, 1974 
letter. As is indicated by the letters, dated April 19, 1974 and 
t +* 2, 1974, neither I nor Bee Chemical Company had any intention 
or undertook any action to aggregate or pool in any manner shares 
of STS common stock. In fact my letter, dated May 2, 1974, 
clearly indicates that Bee Chemical Company had not determined 
that STS was the only possible merger candidate, and that it was 
willing to consider other possibilities. 

14. On September 17, 1974, I visited the offices of STS in 
Rochester, New York. In the morning, I met with Mr. Johnson and 
some of the other Rochester staff reviewing some of their plans 
and touring the STS Rochester facilities. At lunch, I met with 
Johnson and STS Directors Warren, Webber, Benetti, Remirgton and, 
perhaps, Williams. At this meeting, I indicated that I was disap- 
pointed we had not agreed to proceed with investigating a merger 
but emphasized it was not the objective of this visit to renew 
this request, although we would be open to the idea of discussing 
it should they change their view. I then expressed my concern, as 
a holder of 39,000 common shares, whether the company was being 
managed in the best interests of the shareholders. I noted the 
company's very low return on equity and indicated that, while I 


was by no means suggesting a liquidation of the company in that I 


a 
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did not feel this would be in “he best interest of the stock- 


holders, it none ess appeared evident that the stockholders' 


interests would be better served by such an alternative rather 


than continuing along the lines the company had been following. 


fn 


At no time did I suggest that the operations of STS be discon- 
tinued or moved. I indicated strongly that I felt there were 
directions in which the company should be moving to improve the 
earnings on the equity invested if the interest of the stock- 
holders was to be appropriately served. I expressed serious con- 
cern about the performance of the Directors and management, 
particularly those who had been directors for more than two years 
since the profit performance of the company did not indicate 

their direction of the compauy had resulted to the best interest 

of the stockholders. I specifically expressed disappointment with 
the information I had been given in the morning discussions regard- 
ing che company's plans to make large investments in both plant 

and very expensive printing equipment designed merely to carry on 
with the company's custom printing operations against heavy 
competition, which would necessitate a continutation of the low 
margins; and low profits. I urged that the company not dissipate 
its cash resources in this way which would lead them into a locked- 
in position and thereby eliminate alternatives now open to them 

to utilize their investmer capac cy in either expanding existing 
more profitable lines or isoving into new areas, such as transfer 


label printing, etc. I stated that I felt that approval by the 
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Board of the investments which had been discussed with me in the 
morning would mean that the Board was derelict in their duties 
' to the shareholders. 
15. I also requested at the September 17, 1974 meeting 
to be named as a director noting that Bee Chemical Company held 
' more shares in STS than all of the directors combined. I did not 
make a "demand" and I did not say that I would otherwise run for 
‘Office. I felt I could bring directly or indirectly to STS an 
added value since at that time it did not appear that any outside 
' director had any background in printing or related technologies. 
16. At the request of Douglas M. Johnson, President of 
STS, I and Arthur S. Hecker met with him and Donald W. Davis, a 
director of STS, on October 17, 1974, in Chicago, Illinois. At 
that time, Johnson indicated that the Board had rejected my 
| request to be named as a director of STS. The number of shares 
| of STS held by Bee Chemical Company may have been mentioned at 
| this meeting, but no surprise was indicated by the STS representa- 
, tives since they were aware of the shareholdings of Bee Chemical 
|'Company at least as early as the September 17, 1973 meeting with 
| chen: if not before, since the transfer to Bee Chemical Company 


| 


‘should have been noted in their stock records. The shares had not. 
| 


been transferred to the name of Bee Chemical Company prior to the 
rejection of the merger proposal since I wanted to maintain a 

friendly posture with respect to STS management and I wanted them 
to consider the merits of the merger, which I felt were consider- 


able, without their thinking being clouded by the Bee Chemical 
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Company stockholdings. I again made clear that as a stockholder 
Bee Chemical Company was concerned with the direction STS was 
presently pursuing. Upon inquiry by Johnson and Davis regarding 
what Bee Chemical Company planned to do with its shares and 
interest in STS, I indicated that at that time Bee Chemical 

. Company had not decided, but that there were obviously three 
choices; to continue to hold the STS shares, to sell the STS 
shares, or to take action to buy additional STS shares. I did 
not refer to aggressive action by Bee Chemical Company. At this 


meeting, I do not recall any specific question regarding Roulston 


: & Company, Inc. or Thomas Roulston directed by the STS representa- 
; tives to either me or Arthur S. Hecker. 
17. On November 15, 1974, I and Arthur S. Hecker met with 
William C. Warren, an outside director of STS, at O'Hare Airport 
in Chicago, Illinois. I indicated that Bee Chemical Company had 
an interest in acquiring in a private sale a minimum of 100,000 
shares at a purchase price of approximately $7.00 to $7.50 per 
_ share, and that I was talking to him not as a member of the Board 
‘ of STS, but as an individual who I assumed had associations with 


other stockholders of STS. I did not assume that he represented 


individually 100,000 shares, since I didn't know how many shares 
he represented. I had approached him because other than as a 

' director of STS, he was not a member of management of STS and I 
assumed that he would be guided by the benefit of the price 


. offered for the shares and not by other considerations. 


a, 
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18. At the November 15, 1974 meeting with William C. 
Warren, we discussed the direction of business of STS. I did not 
compare Bee Chemical Company to Avery Industries, but I stated, 
as I had on at least three different occasions, that Bee Chemical 
Company and STS ccinbined could be another Avery together. 

19. The conversation with William C. Warren on November 
15, 1974 and a subsequent conversation with him in January, 1975, 
involved a great deal of give and take on both sides. He asked 


whether Bee Chemic Company was willing to sell its shares. I 
repli~i that Bee Chemical Company was willing to sell its shares 
and that it only cepended on the price. I did not say that Bee 
Chemical Company would not sell its shares or be defeated. One 

of Bee Chemical Company's interests, at this point, was to buy 

a substantial block of shares. Warren stated that he would get 
back to us in two weeks with a response to our offer, or an offer 
for our shares. He did not call until January. At that time he 
indicated that he had received no interest in our offer. I 
indicated that we would be interested in hearing a counter pro- 

; posal. I said that were Bee Chemical Company to offer $25 a share 
iI am sure they would jump at it, so there must be some price at 
"which they would sell. He again made inquiry of our interest in 
t setting and said that he would get back to us. j 
20. In February, 1975, I was contacted by STS with regard 
, to the information requested by STS's counsel by its letter dated 


' January 20, 1975. I stated that I had turned the matter over to 
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my counsel and that I was not then in a position to make any com- 
ment since I had not received their reply. 

21. On March 27, 1975, I, Arthur S. Hecker and Patrick 
Callahan of Kidder, Peabody & Co., Inc., Chicago, Illinois, pur- 
suant to a telephone call between me and Douglas M. Johnson earlier 
in the week, met with Messrs. Johnson, Williams and Warren of the 
STS Board of Directors in Rochester, New i <, and proposed that 
tey c a cash acquisition of STS by Bee Chemical Company. 
Although we did not discuss a specific price or make an offer, 
since we wanted to keep the matter of price open for discussion, 
assuming the STS Board agreed to negotiate, reference was made to 
the acquisition prices in similar circumstances averaging 35% to 
50% over the bid market price which would translate to a price in 
the range of $6.50 per share in the case of STS. We reiterated 
why we thought that a combination of the two companies was desir- 
able. We emphasized that it was our intent and desire to make such 
an acquisition based on the cooperation of STS manayement. We 
stated that Bee and its management had spent all of thir lives 
‘n buildiny a business and it was certanly our every intention to 
continue along these lines. As further evidence of this, we called 
attention to the purchase by Bee Chemical Company of the Roll Leaf 
Division of Howmet and how this division had grown and prospered 
since it had been acquired by Bee Chemical Company and that it 
had been continued under essentially the same management that had 


existed prior to the purchase. Since STS was having a Board 


‘dollar price. He repeated the statement authorized by the Board 


counsel inquired whether I had requested STS Board to act as the 


‘counsel had requested a clarification of my conversation with Mr. 
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meeting that afternoon, we indicated that w2 would like to have the 
Board diecide that they were agreeable to entering into serious 
negotiations with Bee Chemical Company. 

22. On March 31, 1975, I telephoned Douglas M. Johnson and 
was advised that the Board, after much dijicussion, had not come to 
a conclusion and were planninc to meet again on April 3, 1975, at 
4:00 p.m. On April 4, 1975, I was informed by Johnson, that he was 
authorized to advise us that the Board of Directors of STS was 
disinclined to enter into any negotiations with Bee Chemical 
Company. I then inquired of Mr. Johnson whether we were to inter- 


ret the Boe.-d's response as an invitation to suggest a specific 
P Pp g I 


and I responded by stating a specific dollar price of $8.00 per 
share subject, however, to the cooperation of management and the 
approval of at least 66-2/3% of the STS shareholders. I further 
stated that the STS Board was probably obligated under the 
securities laws to make public disclosure of this matter to its 
shareholders. Mr. Johnson replied by stating that he would dis- 
cuss this matter with counsel to STS. 


23. Om April 5, 1975, I was advised by my counsel that STS 


Johnson of the day before, specifically, I was informed that STS 


agent of Bee Chemical Company to make a formal public tender offer 
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to STS shareholders. In order to insure that there would be no 
misinterpretation of mv remarks, I telephoned Mr. Johnson in 
Rochester on April 6, 1975 in San Francisco and expressly stated 
it was not my intention or request that the STS Board act as our 
agent for such purpose. I also made clear that Bee Chemical Com- 
pany was prepared to make an offer to all STS shareholders at 
$8.00 per share if, and only if, management would cooperate with 
Bee Chemical Company. This proposal was also conditioned on re- 
ceiving at least 66-2/3% agreement of STS shareholders. In 
response to these discussions, which at all times were undertaken 
by me in good faith, management and the Board of Directors insti- 
tuted the present legal proceedings. 


24. Neither Bee Chemical Company nor I have, during the 


past nine years, acquired a number of companies whose operations 
have been cicsed down, liquidated or moved. 

25. At no time has Bee Chemical Company owned or controlled, 
itself or jointly with others, more than 39,000 shares of STS 
common stock, i.e., more than 4.85% of said stock. At no time 
have I, individually or on behaJf£ of Bee Chemical Company, made 
a public solicitation of STS shares. We are and have been aware 
of the filing requirements of the Sec irities Exchange Act of 1934 
and are and have been prepared to comply fully with such require- 
ments if and when they become applicable to us. 


26. I am aware of no facts which would support the claim 


of STS that STS, its shareholders and the investing public have 


Bo] 
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suffered substantial irreparable or any injury. In this con- 
nection, certain allegations’ contained in the Complaint contend 
that I and Bee Chemical Company failed to disclose "essential 
information". Bee Chemical Company was not and is not a member 

of any group, as alleged in the Complaint. Regarding Bee Chemical 
Company itself, representatives of management and the Board of 
Directors of STS were provided with materials and information (and 
were permitted to inspect our facilities) relative to the identity 
and background of the Company, its management, its business and its 
financial statements. Our intentions with respect to a possible 
combination of Bee Chemical Company and STS and the manner in 
which it was proposed to be accomplished were stated in various 
meetings with STS representatives. Changes in the operation of 
STS which we were considering and proposing were also discussed 
with STS representatives. In addition the very nature of our 
conversations with STS made clear that we had no intention of 


selling any substantial assets of STS or liquidating it or re- 


placing management. 
27. Since STS intends to hold its Annual Meeting of Stock- 
! 
holders on April 30, 1975, for the election ot directors and other 
j 
STS management proposals, including a classification of its Board 
of Directors into three staggered terms of office, (a copy of the 
STS Proxy Statement is attached as Exhibit D hereto), Bee Chemical 


Company will suffer substantial and irreparable harm if the 


Temporary Restraining Order is continued or the requested Prelim- 
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inary Injunction granted ince 5e mical Company would be pro- 
hibited from voting its 39,000 STS shares at this meeting, would 
be prohibited, if it chooses to dc , from voting its shares in 


opposition to management's proposal to clussify STS's Board of 
Directors (which proposal, if adopted, would hav the effect of 
disenfranchising Bee Chemical Company and «ther minority shar 
holders from voting for directors, other than those proposed by 
incumbent management), would sustain a dimunition in the value 

of the STS shares owned by Bee Chemical since the restrictions 

on such shares will cause the loss of the most fundamental rights 
incident to beneficial ownership of securities, would cause injury 
to the business reputation of the individual defendants and Bee 
Chemical Company, and would impede Bee Chemical Companv's abili.y 
to pursue other acquisition opportunities should it choose to do 


so. 


a 
ji A 
j 


M.A. Self a \ 
Sworn to before me this // ¥ 


iday of April, 1975. 


¢ ty a (act A 
oe: so Mi fot 
- Notary Public/y 


My Coraission Expires October 8, 1975 
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ROULSTON & COMPANY, INC. 


MEMBCR NOW YORK STOOL EXCHANGE INC 


INVESTMENT PLAZA © CLEVELAND. OHIO 44114 
TELEPHONE 216 696-3070 ¢ TELEX 98 0102 
— CABLE ADDRESS ROULSTONCO 


6 QUEEN STREET e MAYFAIR « LONDON. ENGLAND 
TELEPHONE 011-499-5755 e@ TELEX. 24908 


April 19, 1974 


Mr. M. A. Se:” 

Bee Chemical Company 
2700 East 170th Street 
Lansing, Illinois 60438 


Dear Al: 


This is to confirm our understanding of the retention by Bee Chemical 
Company effective today of Roulston & Company, Inc. for investment banking 
advice as well as necessary research and associated action as deemed neces- 
sary. The primary purpose of our retention is to assist Bee Chemical Company 
in bringing about a merger with the Stecher-Traung-Schmidt Corporation. 
However, our work may be requested in other areas where a possible merger or 
acquisit‘on might take place. . 

The compensation for our services will be a $20,000 retainer fee plus an 
additional fee of $60,000 should a merger between Bee Chemical Company and 
Stecher-Traung-Schmidt Corporation take place. In the event that another merger 
or activity is involved at a later date, the fee for our services will be discussed 
and agreed at that time. 


You will find enclosed our bill for the initial retention fee of $20,000. You 
may rest assured that you will receive the best efforts of both myself and the 
other staff members at Roulston & Company, Inc. 


Sincerely, 
a, 
Thomas H, Roulston 
President 
THR:cg 
Enclosure 21th 
( 
pa py 
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Lansing, Illinois GO4A38 
BEE CHEMICAL COMPANY Area Code 312 + GR 4-7000 


M. A. GELF, Presidont May 2, 1974 


Mr. Thomas H. Roulston 
President 

ROULSTON & COMPANY, INC. 
Investment Plaza 

Cleveland, Ohio 44114 


Dear Tom: 
We have received your letter of April 19 confirming our retaining your 
services. I feel we should clarify the definition of your activities 


as we see them. ° 


As we discussed with you, our primary mission is to develop a merger 
or acquisition through which: 


1 


The current and/or future markets and directions of the two 
companies would be compatible and reinforced by the com- 
binina so as to facilitate strong future growth 


2. BEE's technical and earning capability would serve to 
strengthen the other company 


w 


The debt to equity ratio of the combined companies would be 
significantly improved over the current BEE debt to equity ratio 


4. I would personally end up as the controlling stockholder. 
Some of the desirable characteristics of the other company include: 
1, Fair to good liquidity 
2. Compatible physical facilities 
3. A strong equity base. 
Stetcher-Traung-Schmidt has been proposed and this company certainly 


seems to qualify, but we should not exclude other possibilities at this 
time. 


Exnibit_@: — 


¢ 
‘ 
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Mr. Thomas H, Roulston -2- May 2, 1974 


We are sccking your investment banking counsel in this endeavor, 
Tom, and consider that your retainer will cover developing alterna- 
tives, as may be indicated, so as to meet the primary goal. We 

are assuming this arrangement also includes the preparation of an 
analysis of BEE. We agree that if subsequent mergers or acquisi- 
tions beyond the one discussed above should develop at a later date, 
we will then discuss your fee structure for such additional work at 
that time. 


In summary, Tom, we are saying that in retaining your firm, we do 
not feel we should be limited to just one possibility in accomplish- 
ing our stated goal. 

Very truly yours, 


OL 


M. A. Self 


MAS:rs 
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fa 
ae 
&) ¥ )) STECHER-TRAUNG-SCHMIDT CORPORATION 


», 
&) 274 N. Goodman St. * Rochester, N.Y 14607 


OFFICE OF THE 
PRESIDENT 


March 17, 1975 


Dear Stockholder 


Our Annual Mecting this year will be on April 30,1975 in San Francisco, the principa! location of 
our Western Division. Many of our stockholders live in northern California and this meeting will afford 


them an opportunity to participate and to hear management reports on the growth of 
Stecher-Traung-Schmidt 


Results for 1974 were gratifying. Our financial statements indicated that earnings were 
approximately $1.03 per share, one of our best records in recent years. The Company's full audited 
financial statements are set forth in the Annual Report to Stockholders which has been mailed to you 
unde: <parate cover. We enter upon 1975 with cautious optimism. As every stockholder knows, the 
national economy is suffexing from reduced industrial acuvity in virtually every sector Your 
management is making strenuous efforts to maintain a desirable level of sales activity at a reasonable 
profit margin. We are fortunate that a significant per 9n of our sales are generated by the printing of 
labels for the food and seed industries, area. which are resistant to economic deciine 


We believe it is important for our stockholders to participate in the Annual Meeting. For those living 
near the place of the Annual Meeting, we welcome your attendance. For all stockholders we urge 
participation by reading the enclosed proxy materials and siqning and =ailing the proxy which 
accompanies these materials. A return envelope has been enclosed for your convenience 


Du fobs 


Douglas M. Johnson 
President 


Exhibit_2. - 
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STECHER-TRAUNG-SCIIMIDT CORPORATION 
274 North Goodman Street 
Rochester, New York 14607 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


To The Stockholders of 
STECHER- TRAUNG-SCHMIDT CORPORATION 


NOTICE IS HEREBY given that the Annual Meeting of Stockholders of STECHER-TRAUNG 
SCHMIDT CORPORATION (the ‘Company") will be held in the Penthouse Board Room at the 
Wells Fargo Bank, 464 California Street, San Francisco, California on Wednesday, April 30, 1975 at 
10:00 A.M. local time, for the following purposes more fully described in the accompanying 
Proxy Statement 


For consideration of and action upon a proposed amendment to the Company's bylaws 
providing for the classification of directors 


For the election of directors. 


For consideration of and action upon a proposal to approve the selection of 
Coopers & Lybrand as independent auditors for the fiscal yeas ending December 31, 1975 


To transact such other business as may properly come before the meeting or any adjournment 
or adjournments thereof 


Please note that since the last annual meeting of stockholders, the Board of Directors has amended 
the bylaws. The following described amendments may be deemed to have the effect of “regulating an 


impending election of directors” and the following statement is provided to stockholders in accordance 
with the requirements of Section 601 (b) of the New York Business Corporation Law 


l. 


That part of Article I, Section 1 of the bylaws dealing with the date of the annual meeting of 
stockholders has been amended to provide that the annual meeting of stockholders shall be heid 
during the month of April in each year on such day and at such time as shall be fixed by the 
Board of Directors. Pursuant to this bylaw, the Board of Directors has fixed April $0, 1975 at 
10:00 A.M., local time, as the date and time of the Annual Meeting of Stockholders. The 
bylaw oreviously provided for such meeting to be held on the third Wednesday of April of each 
year at rour o'clock in the afternoon 
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2. That part of Article I, Section | of the bylaws dealing with the number of directors has been 
deleted and restated under a new section which is designated as Article II, Section 2. Such 


section provides that the number of directors shall be set by action of the Board which number 


shall in no event be less than nine (9). The current number of directors and the number of | 
directors to be elected at the Annual Mecting is eleven (11). Former Article II, Section 2 et seq 


have been renumbered 


8 Article I, Section 4 of the bylaws has been amended to enable the Secretary of the Corporation 
to deliver notice of any mecting to each stockholder erttled to vote thereat enher pe : 
by mail rather than exclusively by mail. Article 1, See on 4 was further amended to enable the 


Seeretary to deliver such notice not less than ten nor more than fifty days prior to the date of 


F 
meeting rather than within forty days as presently provided for. This change was made to 


conform to Section 605 of the New York Business Corporation Law 


4. Article I, Section 7 of the bylaws has been amended to enable the Board of Directors to set a 
record date for detcrmining stockholders entitled to notice of and to vote at stockholder’s 
meetings, which date shall be not less than ten nor more than fifty days prior to the meeting 
This section formerly provided for a record date of not more than forty days prior to the 
meeting. This change has been made to conform to Section 604 of the New York Business 
Corporation Law 


5. Article 1, Section 8 of the bylaws has been amended to enable the Board of Directors to appoint 
one or more inspectors of election prior to the annual meeting of stockholders rather than 
appointing a mandatory number of three at such annual meeting If inspectors are not so 
appointed, the person presiding at the meeting may, and on the request of a stockho'der 
entitled to vote thereat shall, appoint one or more inspectors. 


The Board of Directors has fixed che close of business on March 12, 1975, as the record date for 
the determination of stockholders entitled to notice of and to vote at the Annual Meeting 


BY ORDER OF THE BOARD OF DIRECTORS 


G. WituraM FaHey 
Secretary 
Dated at Rochester, New York 


March 17, 1975 


WHETHER OR NOT YOU WILL BE ABLE TO ATTEND THE MEETING IN PERSON, 
YOU ARE REQUESTED TO SIGN AND DATE THE ACCOMPANYING PROXY AND 
RETURN IT IN THE ENCLOSED ENVELOPE. 


Se 


gee = 225 
Exhibit D Attached to Affidavit. 


STECHER-TRAUNG- SCHMIDT CORPORATION 


274 North Godman Street 
Rochester, New York 14607 


PROX 


{STA™ 2=MENT 


This Proxy Statement and the Proxy are being first sent or given to stockholders on approximately 
March 17, 1975, and are furnished in connection with the Annual Mecting of Stockholders of the 
Company, which will be held on Wednesday, April 30, 1975. The enclosed Proxy is solicited by the 


management of the Company and may be revoked at any time before it is exercised 


VOTING SECURITIES 
and 
CUMULATIVE VOTIN 


G 


As of March 12, 1975, the record date for eligibility to vote, the Company's outstanding voting 
securities consisted of 806,931 shares of Common Stock par value $5.00. The holders of the Coinmon \ 
Stock will be entitled to one vote per share on all matters to be considered at the meeting except that in 
the election of directors, each common stockholder will be entitled to as many votes as shall equal the 
number of votes which he would be entitled to cast for the election of directors with respect to his shares 
multiplied by the number of directors to be elected, and he may cast all such votes for a single director 


r may distribute chem among the number to be voted for, or any two or more of them as he may see fic 


As of March 12, 1975, the Company also had outstanding 9,417 shares of Preferred Stock 
(5% Cumulative) par value $100, the holders of whicn are not entitled to notice of or to vote at this 
Annual Meeting 


The Company does not know of any person who owns of rec ord or beneficially more than 10% of the 
Company's Common Stock. However, the Company has been advised by Lincoln Firse Bank of 
Rochester (the “Bank’’) that it acts as trustee under various instruments for some twenty accounts which 
hold an aggregate 118,058 shares of the Company's Common Stock and that it has the discretion to vote 
100,372 of such shares. While the bank has further advised that many of the beneficiaries and grantors \ 
of these trusts are related, no current officer or director of the Company is a grantor or beneficiary of 
such trusts. 
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PROPOSED AMENDMENT TO THE BYLAWS 
CLASSIFYING THE BOARD OF DIRECTORS 


The Board of Directors has ur 


ianimously recommended an amendment to the Company's bylaws 


which would provide for the classific ctors. If this proposed classification of direct 

approved by the stockholder the sto the Apri! 1975 ng ect four of the 
nominces for a three-year term, three OVE I s a one-year 
term. Thereafter, the stockholders will elect tely onc rd of Bo. ri han the 


entire Board, at cach annual meeting. Every director who is e’ected after this initial 


serve for a term of three years 


As required by the proposed amendment to the bylaws and as indicated in the section of this Proxy 
Statement dealing with the election of directors, each of the eleven management nominees, if elected 


will hold office for a term of one to three years. In no event may any person be nominated for more than 
ane of the classified terms 


Assuming the approval of this amendment, any vacancy created in the Board of Directors, except in 
the case of the removal of a director with or without cause by the stockholders, may be fi 


the Board. However, any person so named shall serve only until the next annual meeti 


and will not be e:assified unless re-elected by the stuckholders at such annual meeting 
y 8g 


In the opinion of management, the proposed classification will facilitate the Company's long runge 
planning processes and policies, provide continuity to the Board's standing committees, and will assist 
the Company in establishing defenses to open market purchase takeovers 


Management urges you to vote FOR the proposed amer-ment to the bylaws 
y prof y 


The affirmative vote of a majority »f the Company's common shares present and voting at the 
Ani.ual Meeting will be required to adopt this amendment to the Company's bylaws 


If the stockholders adopt this amendment, Article II, Section $ of the existing bylaws will be deleted 
and the following three sections will be added in its place. Existing Section 4 et seq. will be renumbered 


Section 3 The directors shall be classified with respect to the terms for which they shall severally 
hold office by dividing them into three classes, each consisting of one-third (1/3) of the 
whole number of the Board of Directors, or, if such number shal! not be a multiple of 
three, then such division shall be as nearly equal as the total number of directors will 
permit. The term of office of tie first class shall expire at the first annual meeting of the 
Corporation subsequent to their election, the term of office of the second class shall expire 


at the second annual meewng subsequent to their election and the term of office of the 


“9 
me 
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third class shall expire at the third anne :1 meeting subsequent to their election. At the 
first annual mecting at which directors are classified er h person nominated asadirece 
shall be specifically nominated as a car lidate to the first class, the second class or the | 
¢ class SAt 
4 


each annual mecting after the election of the first classified Board, directors shall be 


third class, and no person shall be nom/aated as a candidate for more than o 


elected for a term of three years to replace those whose terms expire. Notwithstanding 
anything to the contrary herein contained, at no time shall the number of directors of any 
class be less than three (3) 


Section 4 If at anytime the number of directors is increased or decreased, any newly created 
' 


directorships or any decrease in directors shall be apportioned among the classes as to 
make all classes as nearly cqual in number as possible. In the event of a decrease, one or 
more directors shall be reclassified by vote of a majority of the Board, if such action is 
required to balance the classes of directors, even though this may have the effect of 


shortening the term of office to which such director was elected by the stockholders 


Section 5. Vacancies in the Board of Directors created for any reason, except the removal of a 
director or directors with or without cause by the stockholders, may be filled by a majority 
vote of the remaining directors at any 0 


eeting, although such majority is less than a 
quorum. Any directors elected by the Board to fill vacancies shall hold office unt:! the 
next annual meeting of stockholders, and there shall be no classification of such directors 
elected by the Board until the next annual meeting of stock!.. ders. 


ELECTION OF DIRECTORS 


A Board of Directors consisting of eleven directors is to be elected by the stockholders. Each 
director's term of office shall be determined as follows 


If the stockholders adopt the proposed amendment to the Company's bylaws providing for the 
classification of directors, each nominee, if elected, shall hold office for the tern set opposite his 


name as set forth in the table below and until his successor °s elected or appointed and qualifies 
If the stockholders do not adopt the proposed amendment, each nominee, if elected, shal! hold 


office until the next annual meeting of stockholders and until his successor is elected or appointed 
and qualifies 


Unless authority is specifically withheld, a signed Proxy will be voted FOR the election of the 

nominees named herein, all of whom ar~ presently directors of the Company. The votes represented by 
y._i he votes represe 

such proxies may be cumulated to elect the maximum number of such nominees. If at the time of the 

Ree Ne ee 


» 
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meeting any of the nominces shall have become unavailable for any reason, the persons entitled to vote 
the Proxy will vote for such substitute nominee or nominees as they, in their discretion, shall determine 
No circumstances are known which would render any nominees named unavailable 


Assuming 
Proposed 
Amendment 
is Adopted 


Approximate Amount of 
sock Keneficially Owned 


asof January 24,1975 (i 


Director Term Will 
Name Principal Occupation Sance Expire Common Preferred 
Ralph J. Wrenn ¥ Chairman of the Board of Directors; m7 Y 1976 5.566 
Retired 
Dougias M. Johnson V President and Chief Executive Officer 174 1978 100 
of the Company 
Alonzo R. Acoua ¥ Executive Vice President and General 1967 ~ 1977 2.344 
Manager of the Western Division of the 
Company 
George S. Beinetti President, Rochester Telephone 1965 1977 50 
Corporation 
oJ Philip S. Ehrlich, Jr. Auorney, Ehrlich, Allison & Rovens, 1970 1977 2,000 
San Francisco, California; Counsel to 
the San Francisco Division of the 
Company 
John W. Remington Attorney, Counsel to Remington 1951 v 1976 700 (2) 
Gifford, Williams and Frey, Rochester 
New York \ 
+ J William B. Webber Chainnan of the Board and Chief 1972 1976 10 (2) v 
Executive Officer, ’ incoln First Bank 
of Rochester 
Donald W. Davis Executive Vice President, Davis, 1973 1978 1,000 (3) 
Skaggs & Co.. Inc; Investment Bank 
ers, San Francisco. California 
+ Pe William C. Warren Il President, Rochester Truck Rental Inc 1978 1978 200 (4) (4) 
George R. Williams Attorney, Counsel to Wiser Shaw 1973 1976 100 
Freeman VanGraafei'>od Harter & 
Secrest, Rochester, New York 
Frank L. Paganini Partner. Paganini Estates— Land De 1974 1976 $.830 (5) 


velopment, San Francisco, California 
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(1) Based on information furnished by or on behalf of the director concerned. 


(2) William B. Webber, Chairman of the Board and Chief Executive Officer of Lincoln First Bank of 
Rochester and John W. Remington, a member of the Advisory Board of that bank, disclaim 
beneficial ownership of any shares held of record by that bank. 


(3) Excludes any shares from time to time owned of record in the trading accounts of Davis, 
Skaggs & Co., Inc. Mr. Davis disclaims beneficial ownership of any shares so owned 


(4) Excludes 8,054 shares of Common Stock and 68 shares of Preferred Stock owned of record or 
beneficially by Jessica W. Warren, the wife of Mr. William C. Warren II. Mr. Warren disclaims 
beneficial ownership of all the shares owned of record or beneficially by his wife. 


(5) Includes 3,630 shares held in trusts for which Mr. Paganini acts as trustee or executor for ais 
grandchildren. 


Frank L. Paganini was elected a director by the Board of Directors in November 1974. 
Mr. Paganini served as an Executive Vice President of Diamond International Corporation of 
San Francisco, a printing company, from January 1562 to March 1974 and is presently a partner 


of Paganini Estates, a land development business in San Francisco. 


REMUNERATION AND TRANSACTIONS WITH MANAGEMENT 


The following information is given with respect to the direct remuneration and certain retirement 
benefits paid by the Company and its subsidiary for services in all capacities during the fiscal year ended 
December 31, 1974 to (i) each officer and director of the Company whose aggregate direct 
remuneration exceeded $40,000 and (ii) the officers and directors as a group. 


Retirement Estimated Annual 
Amounts set aside Benefits Upon 
Name of Individual Capacities in Which Aggregate Direct oraccruedduring Normal Retirement 
or Identity of Group Remuneration was Received Remunera ion fiscal year 1974 (1) Date (1) 
Douglas M. Johnson President and Chief Executive 90,000 (2) -0- 18,750 
Officer of the Company 
Alonzo R. Acosta Executive Vice President and 72,000 (3) 31,249 $0,000 
General Manager of the Western 
Division of the Company 
Jack M. Hill Vice President and General 44,583 (3) 2,393 16,400 
Manager of the Eastern Division 
of the Company 
All Officers and $95,901 (4) 58,252 105,575 
Directors as a Group 
(16 Persons) 
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(1) The Company's Retirement Income Plan is funded by both contributions of the Company and the 
employce. The indicated amount set aside for each named employee for 1974 | onsists only of the 
Company's contribution to the Plan and an amount accrued under his cmployment 
agreement retirement provisions where applicable. The estimated annual retirement benefits are 
based upon the joint contributions to date, a normal retirement date of age 65, and are derived in 
part from an actuarial computation to which there .s added any additional benefits available under 


applicable employment agreements and retirement policies 


(2) Includes an accrued bonus of $30,000, the maximum bonus for which Mr. Johnson was cligible in 
1974, as provided for in his Employment Agreement. Mr. Johnson is eligible for an annual bonus in 
1975 and 1976 in an amount equal to 5% of net profit before tax, as defined therein, in excess of 
$1,636,000, but in no event more than $37,500 in each such year. The Agreement provides the 
parties shall establish a bonus plan for 1977 which reflects Mr. Johnson's services and contribution 
over the term of the Agreement to increases in efter-tax profits. Under the Agreement, Mr. Johnson 
is entitled to an annual salary of $60,000 in 1974 a::d $75,000 in each of the next succeeding three 
years, The Employment Agreement is automatically renewed for one-year periods thereafter on the 
same terms unless either party shall give ninety days notice of termination 


(8) Includes with respect to Mr. Acosta, a bonus for 1973 in the amount of $2,000 which was paid 
during 1974 and a bonus of $10,000 in 1974. Mr. Hili’s compensation includes a bonus of $1,000 for 
1978 paid during 1974 and a bonus of $3,000 in 1974. These bonuses are awarded by the Board of 
Directors pursuant to an informa! borus plan. Similar bonuses are also awarded to other key 
employees 


(4) While Mr. Wrenn, former President and Chief Executive Officer, does not receive any 
compensation for his services as Chairman of the Board, he is receiving payments under the 
Retirement Income Plan, a $1,660 per month supplement to that income pursuant to the terms of 
his prior Employment Agreement with the Company and an additional $1,000 per month until 
February 1976 under the terms of another agreement 


The Company has employment agreements with four officers including Messrs. Johnson and Acosta 


In addition to the. base salary and bonus set forth in footnote (2) to the table above, Mr. Johnson is 
entitled to certain oth -r benefits as follows: (a) In the event of total disability, full salary for a period of 
one year and thereafter an amount which when added to payments received under the Company's 
long-term disability plan and other statutory plans will equal 50% of his base salary; (b) In the event of 
retirement at age 62-64 with the Company's consent or at age 65, a life-time retirement in an annual 


amount equal to 2.5% of average base saJary during the three highest years of the five years preceding 


© 
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retirement times his number of years of service less annua! Lene its under the Retirement Income Plan 
(see four note (1) to the table above); (c) In the event of any other termination after the beginning of 
1978. retirement benefits shall be reduced by .5% for each month between such termination and age 
65: (d) In the event of death prior to age 65 while employed, Mr. Johnson's widow is entitled to an 
amount equal to one-half of his then annual base salary. Mr. Johnson's Employment Agreement further 
specifies that during its term, he shall be retained as President and elected as a director and that the 
Agreement may be terminated by the Company during its initial term for the lesser of his base salary 
due thereunder or $150,000. Termination in other circumstances would result in Mr. Johnson receiving 


up to 50% of his salary until age 65. Non competition provisions are effective if Mr. Johnson terminates 
the agreement 


The employment agreements for Mr. Acosta and the other two officers provide benefits as follows: 


(a) If such employee continues in the employ of the Company and becomes physically disabled from 
performing his duties, the Company will pay him full salary for the period of one year and thereafter 
during continuance of such disability 50% of his salary until such employee reaches age 65. Thereafter, 
the Company will pay such employee annually during continuance of his disability such amount, which 
when added to the employee's Social Security benefits and the amount he receives from the Company's 
Retirement Income Plan will result in a combined payment equal to 40% of such employee's salary at 
the time his disability began: (0) If such employce continues in the employ of the Company until age 65, 
the Corapany will pay him each year for the remainder of his life an amount which when added to the 
employee's Social Security benefits and the amount he receives under the Company's Retirement 
Income Plan will result in an combined payment to him equal to 50% of his annual salary at the time of 
his retirement. Such payments are subject to performance by the employee of an agreement on his part 
that he will not engage in any employment or enterprise in competition with the business of the 
Company, and that following retirement he will on request serve the Company in an advisory or 
consultative capacity; (c) If such employee dies while in the employ of the Company before reaching age 
65, the Company will pay to his widow an amount equal to two years or his salary at the time of his 
death, payable to her in equal monthly installments over a period of 10 years or until her death should 
such event sooner occur; (d) If such employee continues in the employ of the Company until he reaches 
age 65, the Company will thereafter upon his death pay to his widow $5,000 per year payable in 
equal monthly instaliments for a period of 5 years or until her death should such event sooner occur. 
These contracts also incorporate a provision whereby certain payments are due where there is a 
termination resulting from merger or acquisition or the termination of the employee prior to the date he 
becomes eligible for the benefits set forth in said agreement. 


During 1974 to the dai hereof, che Company granted options under its Qualified Stock Option Plan 
for an aggregate 32,100 shares to all of its officers and directors as a group. All of these options are 
exercisable at a price of $4.63 per share, the fair market value on the date of their grant. Of these 
options, 15,000 were granted to Mr. Johnson, 4,500 to Mr. Acosta and 2,000 to Mr. Hill. During this 


11 
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, same period, all officers and dircetors as a group exercised options for an aggregate 2,883 sh esa 
average exercise price of $4.63 per share, a total exercise price of $13,378.29. The iggregate : ‘ 
price of the shares so acquired computed by adding the market prices as reported by a membe. vi ine 


National Association of Securities Dealers, Inc. on each date of exercise, was $14,092. 


On July 2, 1974, the Company and Alonzo R. Acosta, a director and Vice President, pleaded “Nolo 
Contendere” to an alleged violation of Section 1 of the Sherman Anti-Trust Act relating to price fixing 


rict of 


all specified in indictments tiled in the United States District Court for the Northern Dis 
California under the names //nited States of America v. Stecher-Traung-Schmidt Corporation and 
United States of America v. A. R. Acosta. The plea of “Nolo Contendere,” while not constituting a 
plea of “guilty,” allows sentencing by a court as though a guilty plea had been entered. The Company 
mrobanon, a 


was fined $35.000 and Mr. Acosta received a three month suspended sentence, one year 


$5,000 fine and is required to make an oral presentation of the circumstances and his involvement in the 


case before twelve civic or other groups. In addiuon, he must submit a written report to the Dis:rict 
Court describing cach presentauion. Mr. Acosta has not been indemnified against nor reimbursed for 


this fine, but was reimbursed for legal fees amounting to $7,500. Based upon the same facts giving 


—$$_——— 


yany has also been charged with contempt of courttory ] 


yrinting industry. No disposition has vet been 
anemtenelie 


a 


rise to the above indictments, the Com 
1942 Consent Decret? rning price 
made for the contempt charge. In 1973, the Company and several other defend nt = ctled a civil suit 


also based on the same facts, for a total cost, including expenses, of approximately $1,U70,C00 resulting 


in a charge against prior period income, net of estimate’ tax benefits, of $514.900. The Company has 


fixing in the label 


established an affirmative anti-trust compliance procedure involving all of its relevant employees to 


prevent any future basis for alleged violations of the Sherman Act 


Mr. Philip S. Ehrlich, Jr., a director of the Company, is a member of the firm of Ehrlich, Allison & 
Rovens which represented the Company in this anti-trust matter. Legal services were billed by this firm 


* to the Company for this and other representation 
Mr. William B. Webber, a director of the Company. is Chairman of the Board and Chief Executive | 

Officer of Lincoln First Bank of Rochester ‘the “Bank”). Mr. John W. Remington, also a director of the 
Company, is a member of the Advisory Board of that Bank. The Bank is a depositary of the Company, a 
transfer agent for the Company's Common Stock and Preferred Stock (5% Cumulative) and a source of 

A short term borrowings. During 1974, the Company paid the Bank interest on all of those 
borrowings arnounting to approximately $48,000. In the opinion of management, the Company's 
commercial cealings with Lincoln First Bank of Rochester are on terms as favorable as those available ¢ 
from other third party banks. 

/ 
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SELECTION OF INDEPENDENT AUDITORS 


The Board of Direciors has sclected the firm of Coopers & Lybrand as auditors for the Company for 
the fiscal year ending December $1, 1975. Coopers & Lybrand or its predecessors has served the 
Company as auditors since 1936 


This sclection will be presented to the stockholders for approval or rejection at the Annual Meeting 
If the stockholders do not approve this selection, the Board of Directors will reconsider its choice 


The Company has recently been advised by that firm that they are independent public accountants 
as defined by the Securities and E xchange Commission 1n its rules ana regulations. The firm has further 
advised the Company that a representative will be present at the Annual Meeting and will be available 
to respond to appropriate questions 


The members -f the Audit Commit:ee of the Board of Directors are Donald W. Davis 
Geerge R. Williams au George S. Beinett! 


OTHER 


As of the date of this Proxy Sturement, management does not intend to present, ana = as Noy been 
informed that any other person intends to present, any matter other than those specifica ferred to 
informed that any other person inten’s ope 


in this Proxy Statement If any other matters prope rly come before the meeting, it ts intenc G that the 
holders of the Proxies will act in respect thereto in accordance with their best judgment 


The cost of this solicitanon of Proxies will be borne by the Company. The sulicitation will be 
primarily by mail Some of the officers aud regular employees of the “ompany, without extra 
remuneration, may solicit proxies personally or by telephone, telegraph or - ble. The Company has 


also contracted with Skinner & Co of San Francisco to solicit proxies for the tee of $2,50' is expenses 
estimated at $1 000 
——————————— 


The Company will request brokerage houses, nominces, custodians and fiduciaries to forward 
soliciting material to the beneficial owners of shares registered in tcir names and will reimburse such 
persons for any reasonable expense incurred in such assistance. 


BY ORDER OF THE BOARD OF DIRECTORS 


G. WiriiaM FAHEY 


Secretary 
Dated at Rochester, New York 


March 17, 1975 


1$ 
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eal \T <> TAM 


WE ] c WwW YORK 
TE 2—T iG- ID Ch ) ‘ 
p tiff, CIVIL ACTION NO. 75-131 
AFFIDAVIT N OPEFOSITION 
i COMPANY, TO MOTION FOR TEMPORARY 
INC., THOMAS RESTRAINING ORDE AND 


HECKER and PRELIMINARY AND PERMANENT 


ROULSTON, 


JOHN DOE, INJUNCTIONS 


Defendants. 


STATE OF ILLINOIS) 


COUNTY OF C O O K) 


R, being duly sworn, deposes and says: 
1 ie I reside at 560 Woodside Avenue, Hinsdale, Illincis anda 
gn 


I am Vice-Chairman of the Board of Bee Chemical Company. This 


Affidavit is submitted by me in opposition to Plaintiff's Motion 


hh 


or a Temporary Restraining Order and Preliminary and Permanent 


Injunction. 


Motion for Temporary Res 
Permanent Iniunction of M.A. Self submitted herewith. In all 


respects the statement in said Affidavit by M.A. Self, pertain- 


mpany or to meetings or conferences in 


v it is stated in said Affidavit that I attended, are true. 

3. Bee Chemical Company is the owner of 39,000 shares 
(representing no mor than 4.85%) of common stock of Stecher- 
Traung-Schmid x ration (" a3) ae 
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ct 


5; At no time has there been any discussion, agreement, 
arrangement or understanding between Bee Chemical Company (oz any 
person employed by, associated with or acting for or witn Bee 
Chemical Company) and any other person, that Bee Chemical Company, 
together with such other person, would either directly or indi- 
rectly acquire, hold, vote, dispose of or otherwise deal in or 
with shares of common stock of STS as a partnership, limited 
partnership, syndicate o1 other group. 

6. The sole arrangement or agreement entered into by Bee 
Chemical Company with regard to STS was for Roulston & Company, 
Inc. to approach the management of STS for purposes of exploring 
the possibility of a merger of the two comp::ries, and to purchase 


for Bee Chemical Company 39,000 shares (4.85:) of STS common 


7. Neither Roulston & Company, Inc. nor any other person 
was directed or authorized by or on behalf of Bee Chemical Company 
to acquire for any purpose shares of common stock of STS, other 


than the 39,000 shares owned by Bes Chemical Gompany. 


HUR S. HECKER 


Sworn to before me this // 


day of April, 1975 


YER Vaeghre | 
Notary Public 


Abd 2 4 
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UNITED STATES DISTRICT COURT 


Al j : f 
WESTERN DISTRICT OF NEW YORK at >< 17 ed 4, 4/> ) 
ee fi { 4 
STECHER-TRAUNG-SCHMIDT CORPORATION, WE, 
Plaintiff 


M.A. SELF, BEE CHEMICAL COMPANY, 
ROULSTON & COMPANY, INC., THOMAS 
ROULSTON, ARTHUR S. HECKER AND CIVIL ACTION NO.75-131 


| JOHN DOE, MOTION TO DISSOLVE TEMPO- 


Defendants. RARY RESTRAINING ORDER 


———_ 


Now come the Defendants, M.A. Self, Bee Chemical Company 
and Arthur S. Hecker, by and through their attorneys in this re- 
gard, Hodgson, Russ, Andrews, Woods & Goodyear and Baker & 
| Mckenzie, and move this Court to vacate and dissolve the tempo 
rary restraining order entered against these Defendants by this 
|Court on April 7, 1975. In support thereof, these Defendants 
| state as follows: 
| 1. That the Defendants, M.A. Self, Bee Chemical 
Company, Arthur S. Hecker, have not violated Section 


13(ad) or any rule or regulation under the Securities 
Exchange Act of 1934, 


2. That, on information and belief, the number 
of shares of STS common stock issued and outstanding 

| on December 31, 1973 was 804,048 shares and the number 
{ of such shares issued and outstanding on December 31, 
1974 was 805,681 shares, 


| 3. That the maximum number of shares benefici- 
ally owned at any time, and presently beneficially 

owned, by Bee Chemical Company is 39,000 shares which 

constitutes no more than 4.85% of the outstanding 

| common stock of STS. 


SS ee EE RE gy SE SE. TR RS 
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4. That the Defendants, M.A. Self and Arthur 
S. Hock -, do not and have not at any time owned 
any stock in the Plaintiff, STS, 


5. That under the provisions of Section 13(d) 
\} of the Securities Exchange Act of 1934, only those 
persons who acquire beneficial ownership of 5% or 
i more of the outstanding shares of a class of equity 
| security which is registered under Section 12 of 
the Act are required to file, pursuant to said 
section, Schedule 13D, 


6. That by reason of Bee's ownership of less 
| than 5% of the common stock of STS, it is not re- 
i quired to file a Schedule 13D and there is no basis 
} in fact for this Court's entry of the Temporary 
| Restraining Order or any other relief against the 
Defendants, 


7. That these Defendants have not at any time 
u acted as a partnership, limited partnership, 

syndicate or other group fc- the purpose of acquir- 

H| ing, holding, > disposing securities of STS 

{I within the meaning of Sect:3n 13(d) (3) or any other 

} rule or regulation of the Securities and Exchange 
Commission, 


8. That in support of this Motion these 
Defendants attech tereto and make a part hereof the 
Affidavit of M.A. Self. 


Wherefore, these Defendants, M.A. Self, Be : Chemical 

| Company and Arthur S. Hecker, respectfully pray that the tempo- 

| rary Restraining Order of April 7, 1975 be dissolved and that the 
Complaint of STS for Temporary and Permanent Injunctions be dismis- 
sed with prejudice and with costs awarded .o these Defendants for 
| their attorneys fees and expenses. 


BAKER & MCKENZIE HODGSON, RUSS, ANDREWS, 
WOODS & GOODYEAR 


l By > BY KX LUA. ULit Ad seeder Vp 
Mex of the Firm Member of the Firm 


| | 


|| Attorneys for Defendants Attorneys for Defendants 
Office and Post Office Address Office and Post Office Address 
'700 Prudential Plaza 1800 One M & T Plaza 

Chicago, Illinois 60601 Buffalo, New York 14203 


(312) 828-0400 (716) 856-4000 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 
Plaintiff, 


= 95, = CIVIL ACTION NO. 75-131 
AFFIDAVIT IN SUPPORT OF 
M. A. SELF, BEE CHEMICAL COMPANY, ISSOLVE TEMPORARY 
ROULSTON & COMPANY, INC., THOMAS 
RCULSTON, ARTHUR S. HECKER and 
JOHW DOE, 


Defendant 


STATE OF ILLINCIS ) 
) ss. 
COUNTY OF CO O K ) 

M. A. SELF, being duly sworn, deposes and says: 

1. I reside at 444 East 4th Street, Hinsdale, Illinois and 
I am President and Chairman of the Board of Bee Chemical Company. 
This Affidavit is submitted by me in support of Defendani's, 

M. A. Self, Bee Chemical Company and Arthur S. Hecker, Motion to 
Dissolve the Temporary Restraining Order. 

2. Bee Chemical Company is the owner of 39,000 shares 
(representing no more than 4.85%) o commen stock of Stecher- 
Traung-Schmidt Corporation ("STS"). 

3 Neither I nor Mr. Hecker own individually any shares of 
STS common stock. | 

4. At no time has there been any discussion, agreement, 
arrangement or understanding between Bee Chemical Company (or any 
person employed by, associated wita or acting for or with Bee 
Chemical Company) and any other person, that Bee Chemical Company, 
together with such other person, would either directly or indirect- 


ly acquire, :. 11d, vote, dispose of or otherwise deal in or with 
’ 


» 
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share f common stock of STS as a partnexship, limited partner- 

, syndic or ot : 

5 yy le arrang igreement entered i.:ito by Bee 
Chemical Company with regard > STS was for Roulston & Company, 


Inc. to approach the management of STS for purposes of exploring 
the possibility of a merger of the two companies, and to purchase 


for F e Chemical Company 39,000 shares (4.85%) of STS common 


6. Neither Roulston & Company, Inc. nor any other person 
was directed or authorized by or on behalf of Bee Chemical Compa, 
to acquire for any purpose shares of common stock of STS, other 


than the 39,000 shares owned by Bee Chemical Company. 


Sworn to before me this 


[(C.X day of ?pril, 1975 


, 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff 
-vs- CIVIL ACTION NO. 75-121 
M. A. SELF, BEE CHEMI“®AL COMPANY, AFFIDAVIT OF THOMAS H. 
ROULSTON & COMPANY, INC., THOMAS ROULSTON 


ROULSTON, ARTHUR S. HECKER 
AND JOHN DOE, 


Defendants. 


STATE OF OHIO ) 
) 


COUNTY OF CUYAHOGA ) 

Now comes Thomas H. Roulston and being first duly sworn 
deposes and says 

1. That he makes this affidavi* in connection with 
a hearing on Plaintiff's motior for a preliminary injunction 
in the above captioned matter. 

2. That he is, and for wany years has been, President 
and chief executive officer of Roulston & Company, Inc., an 
Ohio corporation (the "Company"); that the Company is a 
brokerage firm engaged in a general securities brokerage 
business and is a member of the New York Stock Exchange, Inc. 


and other principal Exchanges. A large proportion of the 


Company's customers are institutional investors. 
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3. That the Company does not and for many years has 
not acquired or owned any securities for its own account or 
of which it is beneficial owner. 

4. That the Company, pursuant to applicable rules of 
the New York Stock Exchange, Inc. and other governing agencies, 
holds securities for some of its customers in the name of the 
Company or in street form, solely for purposes of record owner- 
ship, but the Company's customers at all times are the beneficial 
owners of such securities. 

5. That neither affiant, nor any member of affiant's 
family, z to affiant's knowledge any Company employee or 
relative thereof, is now, or was at the time of the dates 
referred to in the Complaint, either record owner or beneficial 
owner of shares of Stecher-Traung-Schmidt Corporation ("S-T-S 
Corp.”). 

o. That Bee Chemica. Company ("Bee Co.") has been a 
customer of the Company and shares of S-T-S Corp. were acquired 
for its account by the Company. As is customary, the record 
owner of the shares was the Company, ut at all times beneficial 
ownership of the shares was in Bee Co. 

7. That at no time did the Company hold in its name 
more than 5% of the outstanding shares of S-T-S Corp. which were 


beneficially owned by Bee Co. 


4 a 
- a 
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8. That S-T-S Corp. stock was .umong investment 


opportunities suggested by the Company and affiant to other 
institutional investors, one of which, a European corporation, 
(not affiliated with any American companies) requested the 
Company to acquire for its beneficial ownership shares of S-T-S 
Corp. As is customary record ownership of such shares was in 
the nam of the Company, but beneficial ownership was in the 
name of such foreign corporation. 

9. That at no time did the Company hold in its name 
more than 5% of the shares of S-T-S Corp. which were beneficially 
owned by such foreign corporation. 

10. That to affiant's knowledge, such foreign corporation 
did not know of Bee Co.'s ownership of S-T-S Corp.'s shares or 
even know of the existence of Bee Co., and acquired its shares 
after Bee Co. had acquired its shares. 

11. That at no time did affiant advise Bee Co. of such 
foreign owner's acquisition of shares of S-T-S Corp. and to 
affiant's knowledge Bee Co. does not know the name of or any 
persons affiliated with such foreign corporation. 

12. That there is not now and never has been any 
agreement, understanding or other arrangement of any kind 
between the Company, affiant, Bee Co. and/or such foreign 


corporation to act as a group, or in concert to acquire shares 
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of S-T-S Corp. or wit? respect to the voting of such shares. 

13. That the Company at no time voted the S-T-S Corp. 
proxies with respect to the 1974 shareholders meeting, or 
otherwise, as inferred in the Complaint. In accordance with 
industry practice and consistent with the rules of the New York 
Stock Exchange, Inc. and other governing bodies, the Company, 
upon receipt of the proxy cards, copies of which are attached as 
Exhibit II to the Complaint, caused such cards to be signed at 
the bottom as record owner, and each card was sent separately 
to the respective beneficial owners of the shares, to vote such 
shares as they saw fit, with no recommendation whatsoever from 
the Comrany or affiant. 

14. Affiant is familiar with Section 13(d) of the 
Securities Exchange Act of 1934 and the rules and regulations 
thereunder and states that at no time has affiant or the Company 
ever violated such rule as alleged in the Complaint, or other 
wise and that to affiant's knowledge no customer of the Company, 
or group of customers acting together, have ever acquired 
beneficial ownership of more thar 5% of S-T-S Corp. stock. 

Further affiant sayeth not. 


Fr OD «hag tS oa 


Thomas H. Roulscon 


SWORN TO befo.e me and subscribed in my presence this 


1Mth day of April, 1975. 
ar 


Totecy Fatt; sani ys 


-4- ANS: YUN) 2F. Batory Pubtte 
Cuyi: u 
hiy Commussion «+ sores Uee. 27, iv/6 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


BEE CHEMICAL COMPANY, 


Counterplaintiff, CIVIL ACTION NO. 75-131 
-VS- 
STECHER-TRAUNG-SCHMIDT CORPORATION, REPLY TO COUNTERCLAIM 
OF COUNTERPLAINTIFF 
Counterdefendant. AND COUNTERCLAIM 


The counterdefendant, Stecher-T. aung-Schmidt Corporation 
' (hereinafter called "STS"), by its attorneys, Harter, Secrest & 
Emery, for its repiy and counterclaim to the counterclaim of 
the counterplaintiff (hereinafter "Bee Chemical Company"’), 
‘alleges and shows to the court as follows: 
1. STS admits that Bee Chemical Company attempts to 
‘bring this counterclaim under Section 14(a) of the Securities 
Exchange Act of 1934 as amended (“he “Act"') and rules and 
regulations promulgated by the Securities and Exchange 
Commission; further answering STS specifically denies any 
 vietation of Section 14(a) of the Act. 
2. STS admits that Bee Chemical Company attempts to bring 
‘its counterclaim on behalf of itself and all other stockholders 
“of STS; further answering denies that Bee Chemical Company has 
proper :-anding to assert said counterclait; and further 
answcring denies that Bee Chemical Company is a proper party 
to represent all shareholders of STS. 
3. STS admits the allegations of Paragraph 3 of the 
counterclaim of Bee Chemical Company. 


4. STS admits the allegations of Paragravh 4 of the 


counterclaim of Bee Chemical Company. 
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Be 


5. STS admits the allegations of Paragraph 5 of the 
counterclaim of Bee Chemical Company. 
6. STS admits that Bee Chemical Company is the beneficial 
_ owner of 39,000 shares of common stock of STS owned of 
record in its name; and further answering states on information 
and belief that Bee Chemical Company is the beneficial owner 
of approximately 25,200 shares owned beneficially by cone or 
more persons who, with Bee Chemical Companv, form the Bee- 
Self Group. 
7. STS admits preparing and delivering to its stockholders 
a letter from its President dated March 17, 1975 and a document 
entitled Notice of Annual Meeting of Stockholders dated March 17, 
1975 and a document entitled Proxy Statement dated March 17, 1975; 
further answering states that said documents speak for themselves. 
8. STS denies the allegations contained in Paragraph 8 
of the counterclaim of Bee Chemical Company; further answering 
states that the representatives of management and the Board 
of Directors of STS, during the period from April 2, 1974 to 
April 6, 1975 listened to proposals of the representatives 
of Bee Chemical Company for the merger of Bee Chemical 
Company and STS, or for the acquisition of STS by Bee Chemical 
Company; and further answering states that it received 
certain brochures, statements and analyses prepared by Bee 
Chemical Company and/or Thomas Roulston and/or Roulston & 
Company, Inc. upon their own initiative; and further states 
that said documents consist of Exhibits I and III to the 


‘Complaint of STS. 
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9. STS denies the allegations contained in Paragraph 9 


of the counterclaim of Bee Chemical Company; further answering 
states that on April 4, 1975, Bee Chemical Companv, in response 
to STS' refusal to discuss a prior cash tender offer stated 

‘that it was "here and now", "formally and officially", "hereby 
‘offering to purchase 66 2/3% of the STS stock at a price of 

$8.00 per share subject to management's and the Board's apvroval". 

10. STS denies the allegations of Paragraph 10 of the counter- 
“claim of Bee Chem’. 21 Company; further states that Sections 618 
‘and 704 of the New York Business Corporation Law respecting 
cumulative voting and classification speak for themselves. 

11. STS states that Section 16(a) of the Act and the 
rules and regulations and ferms promulgated by the Securities 
and Exchange Commission speax for themselves. 

12. STS admits t!.»-. certain of its officers and directors 
have not yet filed re».rts required by Section 16(a) of the Act, 
which section spiak-: fcr itself; and further answering states 
that it became aware of this state of facts in February of 1975 
‘and that, while not required by law to enforce compliance by 
the directors with such sections has (1) caused counsel in late 
Febrva.y =o draft a detailed memorandum of law concerning 
this obligation, for distribution to all officers and directors; 
(2) caused its counsel to solicit and aid, and counsel has aided, 
said officers and directors in the preparation of these 
reports; (3) caused counsel to advise the SEC of these 
-deiiciencies; (4) is now causing counsel to assist in the 


completion of these forms and their mailing in bulk to the 


& 
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Securities and Exchange Commissicn, pursuant to its earlier 
conversations with the Staff of the Securities and Exchange 
Commission. 

13. STS states that Bee Chemical Company attempts to 
predicate . claim under Section 14(a) of the Act, which section 
speaks for itself. 

14. STS denies the allegations contained in Patesraph 1/ 
of the counterclaim of Bee Ch. ical Company; further answering 
States: 

(a) that it has had no discussions with Bee Chemical 
,Compeny which could be fairly construed to constitute merger 
negotiations, 

(by) that it has consistently, since TW" 17, 1974, 
refused to even entertain any such proposals, 

(c) that no officers and/or director: were granted 
any options until October, 1974, well after che July i7. 1974 
date upon which Bee Chemical Company says it was informed of 
STS's lack of interest, 

(d) that no officer or director acquired anv shares 
during 1974, except: 100 shares by Douglas Johnson on March 3; 
1974; 100 shares by William Warren on Februarv 26, 1974; 19 shares 
by James Brayer on July 17, 1974, 200 shares by Frank 
Pegannini on November 19, 1974 and 1,900 shares by Philip Ehrlich 
in December of 1974, none of which purchases occurred during 


the period of alleged negotiations. 
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i 


| (e) that the Board of Directors has not met, formally 
or informally, since April sin 1974, the date of Bee Chemical's 
tender offer, 

(f) that STS's President neither accepted or 
rej: 1, cooperated or refused to cooperate with Bee Chemical's 
\j\cash tender but stated only that he would not discuss the matter, 
(g) that the proposed classification of STS pursuant 
to Section 704 of the New York Business Corporation Law is 
fully consiste»t with the provision for cumulative voting 
pursuant to Seccion 618 of the New York Business Corporation 
‘Law and that a challenge to such classification on the basis 
| of inzonistency cannot be successfully sustained under the laws 
llof New Yock, 
! (h) that the failure of certain directors to file 
;reports under Section 16(a) of the Act does not give rise to 
‘any affirmative obligation on the part of STS to enforce the 
wprovisions of Section 16(a) or to report such failure to 


i'the Securities and Exchange Commission, or to note such 
| 
| deficiency in its Proxy Statement, 


(i) that the caission of these failures to file 
‘under Section 16(a) is not the omission of any material fact 
and that STS's only obligation in this respect is under 
Instruction #4 to Irem 7(e) of Regulation 14A to report 

; whether or not it knows of any short swing vrofits and 
‘whether or not it has or will take action to recover such 
\profits, 


249 


teply to Counterclaim of Counterplaintiff and Counterclaim. 


ay ee 


(j) that upon information and belief no short swin 
profits have been generated by any combination of purchases and 
sales by such officers and directors and there is no material 
omission from STS proxy material based upon any provision 
of Section 16(a) of the Act. 

15. STS denies the allegations contained in Paragraph 15 
of the counterclaim of Bee Chemical Company; further answering 
states that to its knowledge its Proxy Statement complies 
fully with the requ.rements of Regulation 14A and the Rules 
and Regulations of the Securities and Exchange Commission 
and further that such materials have been cleared by the 
Staff of the Securities and Exchange Commission for use in 
proxy solicitation. 

16. STS denies that Bee Chemical hs stated any claim 
or basis for any claim which would form che basis for an 


equitable remedy against STS. 


FiRST DEFENSE 


17. The counterclaim of Bee Chemical Company fails 


to state a claim against STS upon which relief can be granted. 


SECOND DEFENSE 
18. Bee Chemical Company lacks legal standing to assert 
its counterclaim herein and is not a proper party to represent 


all shareholders ot STS. 
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19. The allegations set forth in this counter’ sim are 
based on a violation of Section 14d of the Act and Rule 14d-1 
promulgated hereunder relating to the required filing of 
disclosure documents for any tender offer if any consummation 
thereof such person would, directly or indirectly, be the 
beneficial owner of more than 5% of any class of equity security 
registered pursuant to Section 12 of the Act. 

20. Reference is made to the Complaint of STS filed 
herein. STS repeats and realleges each of the allegations 
set forth in Numbers 1 through 50 ef its Complaint as though 
set forth in full herein. 

21. On March 26, 1975 the defendant M.A. Self telephoned 
the President of STS and stated that since he was in Cleveland 
that day he wanted the opportunity to meet with the President 
_and as many directors as possible on the morning of March 27. 
A breakfast meeting was agreed upon for the morning of 
March 27. 

22. On March 27, 1975 the defendants Self, Hecker and 
a representative of Kidder, Peabody and Company of Chicago 
met with STS' President and outside STS directors George R. 
Williams and William Warren at the Holiday Inn. At this 
meeting the defendant Self advised STS and its directors 


that he was prepared to make a cash tenuc. offer to the 


shareholders of STS and that he had arranged financing for 
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thi purpose with some institutions He further implied 
that Kidder, Peabody and Company, Inc. would manage the 
der offer The representative of Kidder, Peabody advised 


hat the premium to be offered would be base:! upon an 
evaluation of the P/E ratio of companies in the printing 
industry and concluded by stating that it would be approxi- 
mately 35% to 45% over the market price. The defendant Seli 
further advised that he was requesting mi iagement's approval 
of this offer and wished its Board of Directors to take that 
matter up at their meeting later that day. 

23 At the conclusion of the meeting on March 27, 1975 
the defendant Self approached the President of STS and 
advised that he was willing to consider a higher price for 
the STS shares notwithstanding the range expressed by Kidder 
Peabody and that he was flexible in this regard. The defendant 
Self reiterated that he expected to hear the Board's decision 
on this matter as to whether or not it would approve such an 
offer at the end of the day and offered to stay and meet 
with the Board personally. 

24. On March 31, 1975 the defendant Self telephoned 
STS's President, requesting the Board of Directors’ response 
to his proposal. The defendant Self asked if STS planned 
any announcements that it was considering approving, his 
tender. He was advised that STS was not then considering 
any announcement of any type on this matter. When advised 


that the Board had scheduled another meeting and had not had 


252 


Reply to Counterclaim of Counterplaintiff and Counterclaim. 


ow (Ga 


time to appropriately consider his request, the defendant 
Self advised STS's President that he would release the 
tender immediately without management's or the Board's 
concurrence if he felt the Board was delaying for time or 


intended to turn him down. 


25. During this same telephone conversation on March 31] 
tt ndant Self further advised that if the Board and 
m nent were to conclude that they would recommend 
acc _cance by shareholders of the tender that it would then 


be really more advisable and practical for the Board to 
consider, in lieu of the tender, a cash merger. Defendant 
Self stated that his attorneys had advised him that the cash 
merger could be complete in approximately 12 weeks with a 
considerable saving: of time and money for Bee Chemical. 

26. On Friday, April 4, 1975 the defendant Self phoned 
STS's President and requesced an answer concerning his cash 
tender. STS's President advised defendant Self that the 
Board was disinclined to comment upon or negotiate in any 
fashion with Bee Chemical Ccmpany. Defendant Self thereupon 
stated that he was "here and now" "formally and officially" 
advising STS's President that he was "hereby offering to 
purchase 66 2/3 of the outstanding shares of STS at a price 
of $8.00 per share" subject to the "support" of management 
and the Board of Directors. The defendant Self further 
advised STS's President that his counsel had advised him 


that STS was "required to immediately communicate that offer 
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te all of its shareholders and the public". STS's President 
requested Mr. Self to repeat his statements. Self again 
stated that he was "formally and officially", "here and 
now", "hereby making a cash tender to all of STS's share- 


holders at $8.00 a share for 66 2/3% of the outstanding 
stock subject to managemei.t's approval" and required "communica- . 
tion by STS to STS shareholders and the public" 

27. Immediately upor. terminating this discussion STS's 
President consulted with counsel and advised him of what had 
transpired inciuding specifically the demand for communication 
to all of STS's shareholders. STS's counsel placed a call 
to Jack Beem of Baker & McKenzie, Chica, ., Illinois, counsel 
to defendant Self and stated to Mr. Beem and his partner, 

Robert Gareis, that STS had no intention whatsoever of 

communicating an oral tender offer on behalf of Bee Chemical 
and 11.4. Self which was devoid of the protections required 
bv Section 14d of the 1934 Act and further that based upon 
STS's counsel knowledge no Schedule 13D or filing pursuant 
to Rule 14(d)(1) had been made with the SEC rendering such a 
communication illegal. STS's counsel stated he was making 
the call so that there would be no misunderstanding and Self 
would not rely on STS taking his tender to its shareholders. 
He was free to do as he chose subject only to applicable 
law. 

STS' counsel further advised the defendant Self's 


counsel of the exact words which hac heen utilized--"formally 


and officially", “hereby make a cash tender to all of the 
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shareholders cf Stecher-Traung-Schmidt Corporation" and 
requested information as to whether or not the requirements 
of Section 14(d) of the 1934 Act regulating such tenders had 
in fact been complied with. The question was not answered 
directly. Defendants’ counsel requested time to speak with 
their client and the opportunity te ak again with STS' 

el. On Saturday, April 5, 1975 defendant Self's counsel 

d counsel for STS that there had been a misunderstanding 

and that no formal and official tender was intended to be 
made and that the proposal was $8.90 per share for 100% of 
the outstanding stock of STS "if, and probably only if, the 
management of Stecher-Traung-Schmidt approved". Counsel for 
STS advised Self's counsel that this was not his understanding 
of the tender offer which had been made on the previous day 
but agreed to communicate counsel's interpretation to the 
management of STS. 

28. On April 6, 1,75 Defendant Self called STS's 
President to attempt to restate his earlier proposal and 
\withdraw his request for a general shareholder and public 
communication concerning that proposal. 

29. Om information and belief Detendants Self, Bee and 


Kidder, Peabody consulted with and have the support of 


Defendants T. Roulston, Roulston & Company, the Other Defendants 


and the Bee-Self Group in these cash tenders. 


30. On information and belief the cash tender has been 


and was planned by the Defendants and the Bee-Self Group during 
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the period September 1973 to the date hereof as part of its 
purchase of almost 8% of the STS outst anding common shares 
in furtnerance of its intent to take control of STS. 

31 Section 14(d)(1) and 14(d)(2) of the Act and Rule 
14d-1 and 14d-3 thereunder require any person or "group" 
making a tender which would result in their beneficial 
OW ., directly or indirectly, of 5% or more of STS's 
com stock must fil Schedule 13D with the Securities 
and Exchange Commission and furthe: a written notice which 
includes the additional material required under Rule 14d-1. 

32. The purchase in the open market or by private 
solicitation by the Defendants after Februarv 12, 1974 of 
additional shares of STS stock when they then owned 
beneficially more than 5% of the outstanding STS common 
stock and intended to acquire cont rode f STS constituted a 
tender offer subject to Sections 14(d)(1) and 14(d)(2) of 
the Act and Rule 14d-1 thereunder. 

3°. The solicitatior on November 15, 1974 of William 
Warsen to purchase a minimum of 100,099 shares both alone and 
together with che other purchases constituted a tender offer 
subject to Sectio: 14(d)(1) and 14(d) (2) of the Act and 
Rule 14d-1 thereunder 

34. ‘the solicitation of the affirmative approval of 
the management of STS and its Board of Directors by the 
Defendants and the Bee-Self Group on March 27, 1974 while 


such Defendants and the Group owned already beneficially in 
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‘excess of 5% or more of STS then outstanding common stock 


constituted in itself a .tender for, or a request or 


tt 


invitation for tenders of any shares of common stock 
owned by individual members of the Board or the management 
of STS within the coverage of Section 14(d)(1) and 14(d) (2) 
of the Act and Rule 14d1 thereunder. 


35. The solicitation and statements on Bee and Self 


on April 4, 1975 constituted a cash tender offer subject to 


,; Sections 14(d)(1) and 14(d)(2) i the Act and Rule 14d-1 


thereunder. 

36. On information and beliei none of the Defendants, 
individually nor as the Bee-Self Group have filed with the 
Securities and Exchange Commission Schedule 13D and the 
information required by Rule 14d-1 respecting any of the above 
tender offers through the date hereof. 


37. By their failure to file each Defendants Self, 


‘Bee, T. Roulston, Roulston & Company, the Other Defendants 


and the BeeSelf Group and Defendant *‘idder by its assistance 


have intentioually concealed material information required 


‘under koth Schedule 13D and Rule 14d-1 from the Securities 


‘and Exchange Commission, STS, STS's shareholders and the 


investing public, all in violation of the Act and the Rules 
thereunder. 


38. By reason of this concealment and violations of 


'ti- Aet Defendants Bee, Self, T. Roulston, Roulston & Company, 


‘the Other Defendants, the Bee-Self Group have caused STS, 
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its shareholders and the investing public to suffer substantial 
and irreparable injury which will be gieatly magnified and 
intensified if they are not immediately and permanently 
enjoined from pursuing said illegal plan and scheme. 

39. Since the date when the Bee-Self Group became the 
beneficial owners of 5% or more of STS common stock STS, its 
shareholders, the investing publi and the market in general 
have been deprived in controven n of the Act of essential 
information about the nature of the Bee-Self Group, including 
the identity and business background of its members; the 
source of funds being used for the tender; whether or not 
the Bee-Self Group or any individual member intends to take 
control of STS; whether it intends to merge STS with any 
other entity; whether it intends to make any changes in its 
operation; or sell any of its assets or liquidate it in 
whole or in part; whether it intends to replac2 management; 
and the number of shares which it intends to acquire, all of 
which would have been disclosed under statements filed and 

ule 14d-1. By reason of failing to file by the Defendants 
STS sharebolders and the investing public have been deprived 
of the protections designed for them by Sections 14(d) (5), 
14(d) (6) and 14(d) (7). 

40. By reason of being deprived of the information as 
afore..id, STS's management, STS's shareholders, the invest- 


ment community and the investing public have been unable, 
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for over thirteen months, to evaluate that information so as 
to intelligently determine whether a tender was being made 


and evaluate the tender's effect on the policy and operations 
of STS; whether the Bee-Self Group plans were in the best 
interests of STS; and whether they wished to purchase, 

retain or dispose of their interests in STS as a consequence 
of their evaluation of that information. 

41. The conduct of the Bee-Self Grour the constituent 
members Defendants Bee, Self, T. Roulston, : ‘ston & Company, 
and the other Defendants will, if not enjoined 

(a) result in a dislocation of the normal operations 
of STS, create uncertainty about its future control, its 
management, its policies and operations, and thereby disrupt, 
impede and otherwise disiocate the ordinary course of STS's 
business and its ability to pursue that business. 

(b) severely affect the orderly market in the 
common stock of STS. 

(c) result in an erosion in the confidence of the 
business community in general and in particular in the 
continuation of management so as to make more difficult, 
costly, or impossible borrowing for corporate purposes. 

(d) result in an erosion in the confidence of the 
customers of STS in STS's ability to continue to provide the 


high levels of quality and reliability which are principal 


factors in attaining and maintaining its customers. 
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WHEREFORE, the counterdefendant, STS, prays that the 
counterplaintiff's, Bee Chemical Company, counterclaim be 
dismissed with prejudice and that STS be awarded attorneys' 
fees, costs and expenses and whatever additional relief as this 
court may deem just and proper; and in addition 

WHEREFORE, Plaintiff STS prays 

A. That the Court adjudge each of the Defendants 
Bee, Self, T. Roulston, Roulston & Company, Inc., the Other } 
Defendants and the Bee-Self Group to have violated Section 14(d) 
of the Act and the Rules and Regulations promulgated thereunder; 
B. That each of the Defendants and the Bee-Self Group, 
their agents, officers, associates, affiliates and all 
others conspiring or acting in concert with them or on their 
behalf, be enjoined for a period of three years from directly 
or indirectly 
Z. voting in person or by proxy any shares of 
STS now held ef record or beneficially by any of the Defendants 
with respect to (a) the election of directors, (b) any plan 
of merger, consolidation, or sale of assets and (c) any 
other scheme or plan to change or acquire control of STS 
which would allow any of them to direct STS operations or 
formulate its policies. 
? soliciting from any STS shareholder any 
proxy, consent or authorization or support to vote the 
common stock of STS, or from voting any proxy or authorization 
now held with respect to (a) the election of director, 


(b) any plan of merger, consolidation or sale of assets, and 
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(c) any other scheme or plan to change or acquire control of 
STS which would allow any of them to direct STS's operations 
or formulate its policies. 
3. Entering into future agreements with any 
other shareholders of STS to obtain control of STS. 

4. Purchasing, acquiring or otherwise aggregating 
‘any additional shares of STS whether in the open market, by 
tender, by private negotiation or in any other manner. 

= Using or obtaining for any purpose any list 
'of STS shareholders, or disclosing information in any list 
now held by them to any other person. 

6. Taking any other steps in furtherance of any 
scheme or plan to a:quire control and take over management 
of STS in violation of the Act and the Rules and Regulations 
promulgated thereunder. 

C. That each of the Defendants, and the Bee-Self 
Group be directed to file with the Securities and Exchange 
Commission accurate statements in compliance with the requirements 
of Section 14(d) of the Act and the Rules promulgated chereunder. 

D. That Plaintiff be reimbursed by the Defendants, 
and the Bee-Self Group for the costs, expenses and damage, 
including reasonable attorneys' fees, caused to it by the 
said unlawful acts. 

E. } . Plaintiff have such other, different or 


further relief as to the Court may seem just and proper. 
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Office and Post Office Address 
700 Midtown Tower 

Rochester, New York 14604 
Tel: (716) 232-6500 
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STATE OF NEW YORK) 


COUNTY OF MONROE ) SS: 


DOUGLAS M. JOHNSON, being duly sworn, deposes and says: 
that he is an officer, to wit: President of STECHER-TRAUNG- 
SCHMIDT CORPORATION, the plaintiff in the above-entitled 
action; that he has read the foregoing reply and counterclaim 
and knows the contents thereof; that the same is true to the 
knowledge of deponent except as to the matters therein stated 
to be alleged upon information and belief, and as to those 


mattezs he beli» 2s it to be true. 


4 / 
VA 
/ 
Sworn to before me this 
[pita 
#’-day of April, i975. 
; f Pe ae Sf, 
Chie 77] jhkcvclZ 


Yotary Public F 


CATCLIN G, SCHWE! Z, MTYARY PUCLIL 


STATE GF BL Ye ' 
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UNITED STATES DISTRICT COURT 
_ WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff, : CIVIL ACTION 
NO. 75-131 
vs. 
|M. A. SELF, BEE CHEMICAL COMPANY, : REPLY AFFIDAVIT IN 
'ROULSTON & COMPANY, INC., THOMAS SUPPORT OF MOTION 
ROULSTON, ARTHUR S. HECKER and : FOR TEMPORARY RE- 
|| JOHN DOE, STRAINING ORDER AND 
i : PRELIMINARY INJUNC- 
i Defendants. TION. | 


t 


' 
} 


‘ 


| 

| DOUGLAS M. JOHNSON, being duly sworn, deposes and says: 

me I reside at 125 Trevor Court Road in the Town of 

' Brighton, and have been President, Chief Executive Officer and a 
Director of Plaintiff, Stecher-Traung-Schmidt Corporation (“sSTs") 
|| since January 1974. I submit this Affidavit in Support of 


| 
puaeitaane, Motion for a Temporary Restraining Order and 


Preliminary Injunction and in furtherance of my affidavit in this 


same regard dated April 6, 1975. 

i 2. On March 26, 1975 the defendant M.A. Self telephoned 
ime and stated that since he was in Cleveland that day he 

| wanted the opportunity to meet with me and as many directors 
‘as possible on the morning of March 27. A breakfast meeting 

|| was agreed upon for the morning of March 27. 


_3. Om March 27, 1975 the defendants Self, Hecker and 


1 
| 


|) @ representative of Kidder, Peabody and Company of Chicago 


a een 


| met with me and outside STS directors George R. Williams and 


William Warren at th. Holiday Inn. At this meeting the 


| 
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: defendant Self advised STS and its directors that he was 
prepared to make a cash tender offer to the shareholders of 

| StS and that he had arranged financing for this purpose with 

| some institutions. He further implied that Kidder, Peabody 

| and Company, Inc. would manage the tender offer. The representa- 
| tive of Kidder, Peabody advised that the premium to be 

| offered would be based upon an evaitszrion of the P/E ratio 

" panies in the printing industry and concluded by 

Stating that it would be approximately 35% to 45% over the 
jeesee price. The defendant Self further advised that he 


|| was requesting management's approval of this offer and 


‘ 


|| wished its Board of Directors to take that matter up at 
their meeting later that day. 

_4. At the conclusion of the meeting on March 27, 1975 
the defendant Self approached me and advised that he was 


willing to consider a higher price for the STS shares 


| ’ 
notwithstanding the range expressed by Kidder, Peabody and 


that he was flexible in this regard. The defendant Self 

|| reiterated that he expected to hear the Board's decision on 
this matter as to whether or not it would approve such an 

| offer at the end of the day and offered to stay and meet with 
|the Board personally. 


_5. Om March 31, 1975 the defendant Self telephoned 


jme, requesting the Board of Directors’ response to his 
Proposal. The defendant Self asked if STS planned any 
|| announcements that it was considering approving his tender. 


265 


Reply Affidavit in Support of Motion for Temporary 
Restraining Order and Preliminary Injunction. 


ee 


He was advised that STS was not then considering any announcement 
of any type on this matter. When advised that the Board had 
scheduled another meeting and had not had time to appropriately 
consider his request, the defendant Self advised me that he 
| wouté release the tender immediztely without management's or 
'the Board's concurreace if he felt the Board was delaying 
for time or intended to turn him down. 
_6. During this same telephone conversation on March 31 
jthe defendant Self further advised that if the Board and 
|\management were to conclude that they would recommend 
pe by shareholders of the tender that it would then 
ve really more advisable and practical for the Board to 
‘consider, in lieu of the tender, a cash merger. Defendant 
\Self stated that his attorneys had advised him that the cash 
merger could be complete iu approximately 12 weeks with a 
considerable savings of time and money for Bee Chemical. 
_1. On Friday, April 4, 1975 the defendant Self phoned 


|ime and requested an answer concerning his cash tender. I 
1} 


advised defendant Self that the Board was disinclined to 
comaent upon or negotiate in any fashion with Bee Chemical 
' Company. Defendant Self thereupon stated that he was "here 
land now" "formally and officially" advising me that he was 
\"hereby offering to purchase 66 2/3 of the outstanding 
shares of STS at a price of $8.00 per share" subject to the 
“support” of management and the Board of Directors. The 
defendant Self further edvised me that his couns +1 had 


advised him that STS was “required to immediately communicate 
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| 
‘that offer to all of its shareholders and the public". 

iI requested Mr. Self to repeat iiis ctatements. Self again 
'stated that he was "formally and officially", “here and now", 


hereby making a cash tender to all of STS's shareholders at 
$8.00 a share for 66 2/3% of the outstanding stock subject 


(ito management's approval and requires communication bv S/S 
tt 
' 


| _8. Immediately upon terminating this discussion I 


to STS shareholders and the public". 


consulted with counsel and advised him of what had transpireu 


| 
[including specifically the demand for communication to all 
of STS's shareholders. 


? 


_2- On April 6, 1975 defendant Self called me and attempted 
to restate his offer by upping the acceptance requirement from 


66 2/3% to 100%. I listened to the restatement generally without 


ougias ° onnson 


Sworn to before me this 


1/4 [b day of April, 1975. 


| 
‘is Ug lon (M < D hoor(s 
| 
| 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff, : CIVIL ACTION 
NO. 75-131 
vs. 
M. A. SELF, BEE CHEMICAL COMPANY, : REPLY AFFIDAVIT IN 
ROULSTON & COMPANY, INC., THOMAS SUPPORT OF MOTION 
ROULSTON, ARTHUR S. HECKER and : FOR TEMPORARY RE- 
JOHN DOE, STRAINING ORDER AND 
: PRELIMINARY INJUNC- 
Defendants. TION. 


STATE OF NEW YORK ) 
COUNTY OF MONROE ) - 
| CHARLES L. THOMPSON, being duly sworn, deposes and says: 

y As I reside at 684 Pittsford Mendon Road in the Town of 
Pittsford and I am Treasurer of Stecher-Traung-Schimdt Corporation 
("STS"). I submit this Affidavit in support of the Plaintiff's 
Motion for a Temporary Restraining Order and Preliminary 
Injunction and in furtherance of my affidavit in this same 
regard dxted April 7, 1975. 

2. I attended a meeting on September 19, 1974 in 


Rochester with Tom Roulston. At this meeting Mr. Roulston 


ne ee 


described the operation of Roulston & Company, Inc. to us. He 

told us that they were really investment advisers and thev made 
their recommendations primarily to institutions such as banks, 

trust funds, insurance companies, etc. He emphasized that 

they were not brokers as such and even mentioned that if I 

were to request them to purchase stock for my own account, 

they could not or would not do it. He stressed that their 


clients respected and acted upon their recommendations. 
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3 I pointed out to him that since our stock had a 
rather thin market I dida’t see how it would be of interest 
to investors of the size he was referring to since stock in 
those quantities is not readily available. He did not give 


me a direct reply to this ery 


( Vegrbeal. Iheu ses 6 
chiles L- Thompson foo + 


Sworn to before me this 


_!G& A day of April, 1975. 


ne Seles A— 
otdry Public i? 
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,UIITED STATES DISTRICT COURT 

WESTERN DISTRICT C* NEW YORK 


' STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff, : CIVIL ACTION 
NO. 75-131 
Vs. 
M. A. SELF, BEE CHEMICAL COMPANY : REPLY AFFIDAVIT IN 
ROULSTON & COMPANY, INC., THOMAS SUPPORT OF MOTION 
' ROULSTON, ARTHUR ©. HECKER and : FOR TEMPORARY RE- 
“JOHN DOE, STRAINING ORDER AND 
: PRELIMINARY INJUNC- 
Defendants. TION. 


4 

aie er oer tae meee hn ee Te 

i STATE OF CALIFORNIA ) 

! : SS 

‘COUNTY OF SAN FRAN C's Ro 

H DONALD W. DAVIS, sing duly sworn, deposes and says: 


i 


1. I ama resident of the State of California and I 
am Executive Vice President of Davis, Skaggs & Co., Inc., 
| investment bankers and brokers and I am a director of 
| Stecher-Treune-Sebaiat Corporation ("STS"). I submit this 
‘A€fidavit in support of Plaintiff's motion for a Temporary 
Restraining Order and Preliminary Injunction. 

? On October 16, 1973 the Board of Directors requested 
, that I, because of my experience in the brokerage industry, call 
Tom Roulston of Roulston & Company, Inc. to determine the basis 
for his interest in STS and find out how Roulston & Company 
operated. 


3. In response to my telephone call To:n Roulston advised 


that Roulston was a research oriented firm engaged in analyzing 
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prospective business investments for his clients, who consisted 
of large sophisticated institutional investors, including a 
few offshore institutions. 

Roulston further advised that his analysts frequently 
did field work on companies after which they would develop 
‘an analysis and financial story. This picture was then 
marketed to their clients. Roulston indicated that Roulston & 
Company had grown rapidly through such combinations of 


‘research and recommendation and not general brokerage. He 
Layesio sui 


indicated that his clients moved and acted on his, recommendations 


4. In December 1973 I attended a meeting in San Francisco 
along with a number of other San Francisco STS directors and 
Doug Johnson who was then a consultant. Also in attendance 
were M.A. Self, Tom Roulston, and Art Hecker. Roulston 
introduced Self and described Self's company, Bee Chemical as 
an excellent i ger partner. Self explained Bee, provided 
product brochures and other marketing aids and generally 
promcted the mers concept. It was my impression that both 
Roulston aud Self, but particularly Self, expected STS to 
rush to accept this idea which on the contrary was treated 


by STS politely but very coolly. 


| 
| 
| 
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5. Later in the afternoon of this meeting, Roulston 
visited my brokerage office to discuss business in general 
and urge the merger. 


6. In January 1974 I met at the request of Tom Roulston 


at the Metropolitan Club in New York City. Roulston expressed 


his disappointment over the merger consideration, and complained 


that he was holding up the market for STS and had no performance 


''to show for his efforts. He again urged the merger as a 


necessity for STS. 


7. I, with Phil Ehrlich, also visited the Bee plant in 


. February or April 1974 at the request of Self and Hecker 


and they again urged the merger. 
8. I was in attendance at the Annual Meeting of Shareholders 
in Rochester on April 17 and a Board meeting at which Roulston 


appeared and strongly berated both management and the Board, 


_questioning STS's ability without new direction to ride out 


a general business downtown. Once again, the merger was 


‘suggested as necessary to relieve the problems he saw. 


9. On October 17, 1974 Doug Johnson and I met with Self 
and Hecker in Chicago at their request. At this meeting Self 
refused to answer any questions about his past or present 
relationship to Roulston. He also brusquely turned aside 


our inquiries as to why he kept his ownership of STS a secret 


‘indicating that the future and not the past was the only 


concern. He argued again a merger and stated he had three 


options: (a) to continue as an investor and collect dividends, 
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(b) to sell his shares, or (c) to take aggressive action toward 


STS. Doug Johnson responded to his request to be made a 


" ” 


Director with a firm "no 


¢ 7) NAvis 


Sworn to before me this 


___I/7H_ day of April, 1975. 


ary Public 


Core m4 EX pres 6/9 0/97 


| 
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-VvSe 
M. A. SELF, BEE CHEMICAL COMPANY, REPLY TO COUNTERCLAIM 
an Illinois Corporation anda ARTHUR 
S. HECKER, 


Defendants, Counterplaintif£, Counterdefendants. 


NOW COME the defendants, counterplaintiff an@ counter- 


defendants, M. A. SELF, BEE CHEMICAL COMPANY, an Illinois 


| Corporation and ARTHUR S. HECKER, by and through their attorneys 


in this regard, HODSON, RUSS, ANDREWS AND GOODYEAR and BAKER & 


! TRAUNG-SCH 


Lak EN FT 
MCKEN Zi£ 


ang for their reply to the Counterclaim of STECHFER- 


'y 


‘IDT CORPORATION state as follows: 
i9. These defendants admit that the cClaintiff attempts to 


predicate its Counterciaim on and under the provisions of 


Section 14/{d) of the Securities Act and Rule 14(d)-1 promulcated 


hereunder; further answering, these defendants specifically deny 


| the applicability of Section 14(d) of the Securities Act and 


‘Rule 14(d)-1 promulgqsted thereunder; further answering, these 


defendants specifically deny that they nave at any time made a 
tencer offer" to the plaintiff within the meaning and context 


of Section i4(d) of the Securities Act and Rule 14(d)-1 promul- 


gated thereunder. 


20. These defendants repeat and reallege their answers unto 


,Paragraphs 1 through 50 of STS's oricinal Complaint as and for 


‘their answer unto Paragraph 20 of the plaintiff's Counterclain. 
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“ Fe 
22 These Gofendants ceny that on *% rch 26, 39375, the 
defencant, M. A. SELF, teiepnonea tae Pre dent of STS; Turtincor 
gq, these defendants admit that or about March 24 ¢€ 
March 25, 1975, the 2efencant, M.A. SELF, telephored t! 
of STS and requested an oprortunity to = et with 
President ana as ma Girectors as possible on the morning oc} 
March 27, 1975; further answering, tacse Gefencant admit that 
a breaxfast meeting was agreed upon tor tne mornins of Mart 2 


Lo] 
Q 
) 
hh 


1975; further answering, these endants deny each and every 
remaining allegation contained in Paracrapnh 21 o1 the Counter 

4 Claim of S7S. 

22. These defendants admit that on March 27, 1975 the 


and a representative of Kidder, Praody 


Gefendants, SELF, HEC? 
}and Company of Chicago met with STS's President and outside STS 
‘directors George R. Williams and William Warren at the Holicey 


‘Inn. Further answering, these defendants state that at the 


meeting on March 27, 1975, the STS representatives were adv. 


2 
boe 


hat BEE CHEMICAL COMPANY was prepared to discuss a possible cash 


‘tender offer and fu.-her admit that the defendant, HECKER, stated 
that he had a letter of intent from a financial institution; 
'€urthe - answerins, these deferdants specifically deny that Stif 
advised STS and its directors that he was making a cash tenGer 
offer to the shareholders of STS and deny that SELF stated that 
jhe had arranged financing for this purpose with some institution. 


Further enswering, these defendants deny each and every remainin 


aliegat. n contained in Paragraph 22 of the Counterclaim of STS 


Vive 
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- Thesr: defendants admit and affirmatively aver that SELF 
ormed the President of STS that he was Willing to discuss 
for the purchase of STS shares and that he was willing 
to stay and@ engage in further discussions with the Board per- 


» these defendants deny each and every 


remaining and inconsistent alleaation contained in Paragraph 23 


24. These defendants admit that on or about March 31, 1975, 
the defendant, SELF, telephoned STS's President; further answerirc, 
these defendants deny each and every remaining allegation con- : 
tained in Paragraph 24 of the Counterclaim of sTSs. 

25. These defendants admit that on o out March 31, 1975, 
the defendant, SELF, stated that he would be open to a cash 
erger and that such a merger would be to the greatest benefit 
to tne shareholders of STS; further answering, these defendants 


deny each and ever, remaininc allegation contained in Paracraph 


that on Friday, April 4, 1975, 

the Gefendant, SELF, phoned STS's President and requested an 
answer concerning his alleced cash tender anda further deny that 

at any time alleged in the Counterclaim or at any other time did 
s@y OF anyone acting on their behalf make a cash tender offer tc 
STS; further answering, these defendants deny each and every re- 
anteine allegation contained an Paragraph 26 of the Counterclain 
of STS and state affirmatively that on April 4, 1975, BOE CHEMICAL 
COMPANY stated to the manacement of STS that it was prepared to 
make an offer of EIGHT (8) DOLLARS per share for all of the 


outstanding shares of common stock of STS if, ana only if, the 
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cooperation of STS management was ebtained. Purther answering, 
aver that the offer 
BEE CHEMICAL COMPANY was prepared to make was further conditicne« 


upon the approval of nolders of 66-2/338 of the outstanding $TS 


common shares. 


27. These defendants, M. A. SELF, BEE CHEMICAL COMPANY and 
ARTHUR S. HECKER, are without direct knowledge of the aliegaticns 


contained in Paragraph 27 of the Counterclaim of STS. Further 


' answering, on information ana belief, these defendants verily 


‘believe that the allegations contained in Paragraph 27 constitute 


= SoS 


omissions and misstatements of conversations occurring between 
counsel for these defendants and counsel for STS and, therefore, 
these defendants deny each and every allegation contained in 
Paragraph 27 of STS's Counterclain. 

28. These defendants admit that on April 6, 1975, the 
defendant, SELF, called STS‘s President in response to a request 
by counsel for STS for clarification of SELF's conversation with 
STS's President on April 4, 1975 and that the substance of said 
conversation is delineated in Paragraph 23 of the Affidavit of 


M, A. SELF filed in opposition to the plaintiff's Request for a 


‘ Temporary Restraining Order, Preliminary Injunction and 


Permarent Injunction; further answering, these defendants deny 


each and every remaining allegation containeda in Paragraph 28 of 


"i 


the Counterclaim of STS and each and every allegation incon- 
sistent with the SELF Affidavit. 
29. These defendants deny each and every allegation contaire 


in Paragraph 29 cf the Counterclaim of STS; further answering, 


‘these defendants deny that there exists or has at any time existed 


a group, combine or organization acting in concert in the manner 


further an 


30. 
in Paracra 


3 


applicabil 
, Rule 24{d) 


32. 


contained 


36. 


filed with 
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in the plaintifé’s Complaint in any other manner; 


Swering, these defendants specifically deny at any 


1S a cash tender offer to the management or shareholders 


These defendants deny each and every @llegation contained 


ph 30 of the Counterclaim of STS. 


These defendants state that Section 14(d) (1) and 14 (da) 
Act and Rule 14(da)-1 and 14({@)-3 spea: for themselves; 


nswering, these defendants specifically deny the 


ity of Section 14(d) (1) and 14(d) (2) of the Act and 


~l and 14{d)-3. 


These defendants deny purchasing in the open market, 


SOlicitation or by any other means at any time more 


percent cf the outstanding STS common stock; further 


these defendants specifically deny making or 


any acts constituting a “tender offer"; further 


0. 


these defendants deny each and every remaining 
contained in Parasraph 32 of STS's Counterclaim. 
These defendants deny each and every allegation 
in Paragraph 33 of the Counterclaim of STS. 

These defendants deny each and every allegation 
in Paragraph 34 of the Counterclaim of STS. 

These defendants deny each and every allegation 
in Paragraph 35 of the Counterclaim of STS. 


These defendants admit that they have not at any time 


the Securities and Exchange Commission Schedule 13D 
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or any information as specified in the provisions of Rule 14(c) 


the applicability of Rule 14(a@)-1; further answering, tnese 

defendants specificaily deny making at any time a “tender of! 
further answering, these defendants cen) that there exists or 
at any time existed a group called or otherwise characterized 


as the "BELC-SELF GROUP" or any other group, combine or organi- 


zation acting in concert in the manner described in the 


i plaintiff's Complaint or Counterclaim or in any other manner; 


further answering, these defendants deny each and every remaining 


allegation contained in Paragraph 36 of the Coun erclaim of STS. 


37, These defendants deny each ana every allegation con~ 
tained in Paracraph 37 of the Counterclaim of STS. 


38. These defendants deny eacn and every allegation con- 


= 


‘tained in Paragraph 38 of the Counterclaim of STS. 


‘tained in Parasraph 39 of the Counterclaim of STS 


tained in Paracgravh 41 of the Counterclain of STS including s 


be] 


39. These defendants deny each and every allegation con- 


* 
. 


40. These defendants deny each and every allegation con- 
tained in Paragraph 40 of the Counterclaim of STS. 


41. These defendants deny each and every allegation con- 


paragraphs (a) through id}, inclusive. 


PP a 


WHEREFORE, BEE CHEMICAL COMPANY prays that the relief it has 


requested in its Counterciaim filed against STS be granted and 
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that the reguest of STS for a dismissal of BERts Counterclaim be 
denied with prejudice, 

WHEREFORE, these Gdefendants, counterplainti‘f and counter- 
defendants, M. A. SZLP, BEE CHEMICAL COMPANY and ARTHUR S. 
HECKER, deny that the Plaintiff, counterdefendant ana counter- 
’ plaintiff, STECHER-TRAUNG-SCHMIDT CORPORATION, is entitled to 
; any of the relief requested in its Counterclain or any relief 
whatsoever and these defendants, counterplaintiff and counter- | 
| defendants, M. A, SELF, BEE CHEMICAL COMPANY and ARTHUR S, 
HECKER, affirmatively pray that the temporary restraining or@er 
/enteredG by this Court on or about ‘April 7, 1975, be dissolved; 
that BEE CHEMICAL COMPANY prays that the relief it has reguested 
in its Counterclaim acainst STECHER-TRAUNG-SCHMID?T CORPORATION 
ibe oranted; that the present Counterclaim of STECHER~TRAUNG- 
SCHMIDT CORPORATION be dismissed with prejudice and that M.A. | 
SELP, BEE CHEMICAL COMPANY and ARTHUR S. HECKER be awarded 
attorneys' fees, costs and expenses and whatever additional 


telief as this Court may deem just and proper. 


FIRST DEFENSE 
pa Pak RI a) 
The counterclaim fails to State a claim against these 
counterdefendants, M. A. SELF, BEE CHEMICAL COMPANY, an Illinois 


Corporation and ARTHUR S. HECKER, upon which relief can be piers 


SDCOND DIFENSE 


as 


The counterplaintiff, TECHER~TRAUNG-SCHMIDT CORPORATION, in 


Gelibderately delaving and failing to assert its claimed right 


| 
' 
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against these counterdefencants is guilty of laches and, thereby 
barred from presentl reing ¢: iaim contained in its 
Countercia:n. 
That the Counterclaim of STECHER-TRAUNG-SCHMIDT COR ATION 
is brought in violation of Rule 15 of the Federal Rules of { il 
Procedure since it is in essence an amendea complaint, filed 
twithout consent of these counterdefendants and filed without 
leave of Court. 
BAKER & MCKENZIE HODGSON, RUSS, ANDREWS, WOODS, 
& GOODYEAR 
By 
Member of the Firm 
te aintiftf Attorneys for Counterplaintift 
! office and Post Office Adcdress Office and Post Office Addres 
700 Prudential Plaza 1809 One M & T Plaza 
Chicago, Illinois 60601 Buffalo, New York 14293 
(312) 828-0400 (716) 856-4900 
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ARTHUR £. HECKER, being duly sworn on oath, deposes and 


states as follows: that he is an officer, to wit: the vice- 


chairman of BEE CHEMICAL COMPANY, that both he and BEE CHEMICAL 
COMPANY are named as counterdefendants in this cause; that he has 
read the foregoing reply to the plaintiff’s Counterclaim and 

knows the contents thereof; that the same is true to the knowledge 
of the deponent except as to the matters therein stated to be 
alleged upon information and belief and as to those matters he 


believes it to be true. 


RRTHUOR STHSCKER a 


SUBSCRIBED and SWORN to 
ey 
before me this/j77 day 
Jip 
¢ 


of L407, A.D., 1975. 


4 - 
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+ M. A. SELF, being duly sworn on oath, deposes and states 


as follows: that he is an officer, ta wit: the president of 

BEE CHEMICAL COMPANY, an Illinois corporation, that both he and 

®, - REE CHEMICAL COMPANY are named as counterdefendants in this ceuse; 
hat he has read the foregoing reply to the plaintiff's Counter- 
claim and knows te contents thereof; that the same is true to the 
knowledge of the deponent except as to the matters therein stated 

to be alleged upon information and belief and as to those matters 


: 
believes it to be true. 


Polke 
® 


Wi Bsa 


: M. A. SELF ay 
" “ah 
SUBSCRIBED and SWOPN to 


before me this popany 
r 


FS we 
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UNITED STATES DISTRICT COURT 
‘WESTERN DIS STRICT OF NEW YORK 


i} STECHER-TRAUNG-SCHMIDT CORPORATI9"’, 


i Plaintiff, CIVIL ACTION 

it ‘ eee Ae 

7 “oat ieee 
i M.: A. SELF, BEE CHEMICAL COMPANY, * “AMENDED 

f ROULSTON & COMPANY, INC., THOMAS . COMPLAINT 


ROULSTOWU, ARTHUR S. HECKER 
: AND JOHN DOE, 


Defendants. 


| Plaintiff, Stecher-Traung-Schmidt Corperation (hereinafter 


| called “STS"), by its att. .eys, Harter, Secrest & Emery, 


respectfully alleges and ‘uows to the court as follows: 


| a PARTIES 
| 1. STS s a corporation organized under the laws of 


ll the State of New York with its principal executive office at 


lon. North Goodman Street, Rochester, New York. — 


2. On information and belief, Defendant M. A. Self 
“ft 


‘ 
lis an individual who resides in the metropolitan Chicago 


pares and is chief executive officer, President and Chairman 
los the Board and z principal sharcholder of Defendant Bee 


H Chemical Company. 


h 3. On information and belief, Defendant Bee Chemical 


|, Company is an Illinois corporation having its principal 


; 
offices at 2700 East 170th Street, Lansing, Illinois. 

it 

f 4. On information and belief, Defendant Roulston & 
"Company, Inc. is an Ohio corporation which is a member of 


| RECEIVED 
qd APR 21 1975 


HOOGSON, FUSS, ANUNE WS, 
t! woorss ° 
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the New York Stock Exchange with its principal piace of business 
at Investment Pleza, Cleveland, Ohio and is a member of a 
group here*uafter called the Bee-Self Group. 

Un information and belief, Defendant Thoras Roulston 


is ; individual who resides in the metropolitan area of 


Cleveland, Ohio and is President and principal shareholder 


of Defendant Roulston & Company, Inc. and a member of the Bee- 
"Self Group. 

6. On information and belief, Defendant Arthur S. Hecker is 
an individual who resides in the metropolitan area of Chicago, 
Illinois and is Vice Chairman of Bee Chemical Company. 

7. Defendant(s) John Doe (hereinafter the "Other 
Defendant(s)") is (are) one or more person(s) whose identity 
is (are) presently unknown to the Plaintiff and who is (are) 
customer(s) of Roulston & Company, Inc. and/or a member(s) 


of the Bee-Self Group. 


JURISDICTION AND VENUE 


\ 8. STS has outstanding one class of common stock styled 

| 

|| Common Stock Par Value $5.00 per share, which class of securities 
is registered under the Securities Exchange Act of 1934 as 
amended (the "Act") pursuant to Section 12 of the Act. 
At March 12, 1975 STS had an estimated 1,100 sharehclders of 
its Common Stock. 

9. This action arises under Section 13 of the Act, and 

the rules and regulations of the Securities and Exchange 
Commission promulgated in connection therewith, and this 


‘court has jurisdiction under Section 27 of the Act. 
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10. The acts and omissions complained of took place in 
substantial part within the Western District of New York and 
the Plaintiff's claim arises in said District. 

1l. Plaintiff STS has no adequate remedy at law for 


the acts and omissions complained of. 


FACTS | 

12. On September 19, 1973 contact was made with STS's ' 
President and Treasurer by T. Roulston who advised that | 
Roulston & Company, Inc. was interested in buying STS's 
Common Stock as an investment for its clients. T. Roulston | 
further advised that Roulstci & Company, Inc. represented 
and handled only a very small number of large accounts | 
consisting of banks, investment groups, pension plans and | 
wealthy in'ividuals, and that he could invest their money in his | 
discretion and would be a single representative of all such 
shares. Roulston emphasized that his Organization was not a 
trading brokerage house but an investment house interested in 
‘special situations. 

13. On October 16, 1973 the Roard of Directors learned 
that Roulston & Company, Inc. had begun to ac+wuire a 
number of STS's shares and authorized one of its members, 
Donald Davis, whose principal occupation is in the brokerage 
industry, to call Roulston. In response to his call, Roulston 
advised again that Roulston & Company, Inc. was an investment 
house which represented a very limited number of large 
sophisticated investors, many of which were institutions and 


one or more of whom were overseas clients. YRoulston again 
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advised he sought out investments and special situations to 
put his clients into for investment purposes and not regular 
brokerage house business. During this call Defendant T. 
Roulston suggested that he had a company which viewed STS as 
a possible meryer candidate. 

14. In December 1973 STS's President, four of its 
directors and Douglas M. Johnson, a consultant who became 
STS's new president in early 1974, met in STS's San Francisco 
office with the Defendant, Roulston, the Defendant Self and 
the Defendant Mr. Hecker. At this time the Defendant T. 
Roulston introduced the Defendant Self and Bee Chemical for 
the purposes of discussing a merger. At this meeting the 
Defendants Self, Hecker and T. Roulston urged an immediate 
merger of STS into the Defendant Bee Chemical. Later that 
day the Defendant T. Roulston met with Mr. Davis, an outside 
STS director, to ugain urge a merger as soon as possible. 

15. In January 1974 at the request of Defendant T. 


Roulston, Mr. Davis, met with him at the Metropolitan Club 


| in New York City where Roulston expressed both his impatience 


and his disappointment with STS's consideration of a merger 
proposal and indicated his desire, in the light of the large 
block of stock held in the name of Defendant Roulston & 
Company, that further consideration should be given to the 
merger so that the stock would show some verformance. 


16. In February 1974 two of STS's outside directors, 


Ehrlich and Davis, met in Chicago with Nefendant Self and officers 
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of Bee Chemical, at which time they were again urged to act 
quickly on the merger proposal. 


17. On April 2, 1974 Defendants T. Roulston and Self 


together with Defendant Hecker met with STS's President in San 
Francisco and discussed a merger with STS, proffering the 
four documents in Exhibit 1 hereto which were, on information 
and belief, prepared in whole or in part by Roulston & Company, 
Inc. and which bear the headings: 

"Conditions Facing Bee" - dated 4/1/74 

"Conditions Facing STS" - aated 4/1/74 

"Rationale for Merger" - dated 4/1/74 

"Bee Chemical" - a 12-page brochure describing 

Bee, its business and management - dated 


March 1974. 


18. On the morning of April 17, 1974 at a meeting of the 


Board of Directors Defendant T. Roulston as a representative wf 


Defendant Roulston & Company, Inc. again proposed the merger 
with Defendant Bee Chemical and stated that STS was being 
mismanaged and questioned its ability to ride out the then 
general business decline urging that STS musc change direction 
and the proposed merger was the best course of action. 

19. On the afternoon of April 17, 1974 Defendant T. 
Roulston as a shareholder attended the Plaintiff's Annual 
Meeting of Shareholders in Rochester, New York and asked for 
and thereafter obtained additional information concerning 
STS, including a list of STS's ten largest shareholders. At 
the Annual l.eeting Roulston submitted two proxies prepared and 
Signed by an officer of Roulston; #1 for 39,000 shares and 
#2 for 7,200 shares, an aggregate 46,200 shares, copies of 


which are attached as Exhibit II. 
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20. On June 6, 1974 Defendant T. Roulston came to 
Rochester, New York and advised STS's President that Defendant 
Roulston & Company, Inc. had been commissioned to make 4 
complete study of Bee Chemical for the purposes of demonstrat- 
ing its desirability and again irged a quickening pace of 
consideration of a merger. 

21. On July 2, 1974 STS's President met in Cleveland with 
Defendant T. Roulston, at Roulston's request. Roulston 
again urged the Bee-STS merger. Roulston emphasized the 
attractive borrowing base which STS would provide to Bee and 
indicated that if a merger were not consummated Defendants 
Self and Bee Chemical would have to enter into some sort of 
i arrangement before the end of 1974 in order to satisfy the 
creditors of Defendant Bee. 

22. In early July 1974 T. Roulston delivered to STS 
' a Financial Analysis of Bee Chemical Company dated June 1974, 

a copy of which is attached as Exhibit III. 

23. During the period September 1973 to February 12, 1974 
| Defendant Roulston & Company, Inc. while urgi:.z the Bee merger 
acquired in the market an aggregate 40,759 shares of STS's 


spot 


Common Stock or approximately 5.1% of STS's then outstanding 


shares as follows: 
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Total as a 
Shares Total Through % of Shares 
Month Acquired End of Month Outstanding 
1973 
September 300 : 300 = 0.04% 
October 1.- 936. : 2.236 = 0.287 
November 6.233: 10,469 = 1.30% 
December 14,962 : 25,431 = 3.167% 
1974 
January 6,719 : 32,150 = 4.00% 
February 1 to | 
February 12 8,600 : 40,750 = 5.07% } 
i 


24. During the period February 12 to August 13, 1974 


Defendant Roulston & Company, Inc. acquired additional 


shares as follows: | 


Total as a 


Shares Total Through %, of Shares | 

Month Acquired End of Month Outstanding © 
1974 
February 12 

to 28 5,460 : 46,210 = 5.735% | 
March 728 : 46,932 = 5. 847, | 
April 8,703 : 55,641 = 6.92% 
May 559 : 56,200 BS 6.99% | 
\| 
|June 2,006 : 58,296 = 7.247 
| 

July 5 OFL: 2 63,277 = 7.87% | 
August 1 to 
August 12 -~ 63,177 = 7. 867 


25. On August 13 Defendant Roulston distributed from 


| 
its name to Defendant Bee Chemical Company an aggregate 39,000 | 
of Plaintiff's common stock or approximately 4.85% of Plaintiff's | 
then outstanding shares. 

26. Since August 13, 1974 to January 28, 1975, the last | 
purchase, Defendant Roulston has acquired an additional 1,199 shares 


{ 
or an additional 0 14%. | 


| 


290 
Amended Complaint. 


27. On September 17, 1974 Defendant Self met with six 
of Plaintiff's eleven Directors in Rochester, at his request, 
and advised them to the effect that Plaintiff had been mis- 
managed, that any member of the Board who had been on the Board 
over one year should resign because of their responsibilities 
for this mismanagement, that Plaintiff's assets were being use- 
lessly employed, its business unprofitable, that the vrinting 
industry \.as generally a poor business, and that if he (Self) 
were in control he would re-evaluate STS and its assets and 
put them to a better and more profitable use, and that the 
shareholders of STS would be better served by liquidating 
the company and investing the funds elsewhere. 

28. At that same meeting, on September 17, 1974 Defendant 
Self indicated to the Plaintiff's officers and directors that 
ihe should be a director, that STS should immediately elect him 
iP director and stated that he might otherwise run for such 


office on his own. 


29. Om October 17, 1974 STS's President and one of its 
‘outside directors, Davis, met at the request of Defendant Self 
with Defendants Self and Hecker in Chicago. STS's President 
indicated his surprise to discover that Roulston had transferred 
some 39,000 shares to Bee and asked why STS was not informed 

of Bee's ownership earlier in the year. Self generally 

refused comment, except to indicate that such knowledge 

might have clouded the merger discussions. Defendants 

Self and Hecker restated at length their earlier criticism 

of STS's prior management, its directors, its direction, its 


profitability and its general business. 
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Defendant Self concluded that he had three options - (a) to 


continue as an investor and collect dividends, (b) to sell his 
shares, or (c) to take aggressive action towards STS. Self 
again demanded a seat on the Board, which demand was refused. 
Self refused to answer any questions concerning his relationship 
with Roulston & Company or its other clients. 

30. During the first weeks of November Self requested a 
meeting with William Warren, an outside director of STS, offering 
to come to Rochester the next day. Warren refused and arranged 
a meeting in Chicago as part of another trip he was taking. On : 
November 15, 1974 Mr. Warren met at the request of Defendant 

Self with Self and Hecker, an officer of Bee Cliemical, at O'Hare 
Airport in Chicago. Self solicited Warren's aid in acquiring from 
private sources, which he assumed Warren represented, of a 


minimum of 100,000 additional shares of STS, quoting a wide range 


| 
of possible prices well above current market values to obtain | 
, those shares. Defendant Self requested of Warren information | 
| concerning shares held in trusts by banks and asked if he thought | 
there was a possibility of acquiring anv of those shares. In | 
response to Warren's inquiry he indicated he had no desire to sell 
back the shares he then owned as it would be admitting defeat. 
Subsequent to this meeting, Mr. Warren placed a follow-up | 
telephone call during the first week in January 1975 indicating 

no interest and Self responded by suggesting that Warren advise 


at what price shares would be available. On January 21, 


1975 Hecker also renewed the request on behalf of Defendants Bee 


and Self. 
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31. By letters from STS's counsel, dated January 29, 
1975 to Defendants Roulston & Company, Inc., Bee and Self, 


the Defendants were requested to provide STS with certain 
information so that it might comply with the requirements of 
Schedule 14A, Item 5(e) of the Act relating to disclosure in its 
Proxy Statement of any possible change in "control" of STS. 
Copies of the letters of request are attached hereto as 

Exhibit IV. Defendant Roulston first advised by phone that it 
was not required to respond but then subsequently advised that 
it was not a 5% shareholder by letter dated February 5, 1975 


(Exhibit V). Defendants Self and Bee declined at the suggestion 


of their mutual counsel to respond in any fashion. Plaintiff's 


| counsel, after receiving oral affirmation of this refusal from 


Bee and Self's mutual counsel, renewed by letter dated 
February 19, 1974 (Exhibit VI) STS's request for information 
to which no reply has been received. STS's counsel advised 
the Securities and Exchange Commission of its inability to 
obtain the required information for its proxy material by 
letter dated February 19, 1975 (Exhibit VII). 
32. At April 4, 1975, Plaintiff's transfer agent's 

records indicate that 

(a) Defendant Roulston & Company, Inc. own of record 
25,200 shares - 3.1% of the Plaintiff's now outstanding 
common stock. 

(b) Defendant Bee Chemical Company owns of record 


39,000 shares - 4.84% of Plaintiff's now outstanding common 


stock. 


(c) Defendant Self does not own of record any shares. 


- NS ee 
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(d) Defendant T. Roulston does not own of record in 
his name any shares. 

(e) The other Defendants own of record an unknown 
number of shares of record 

33. Regulation 14A, Rule 14a-3(d) of the Act and the 

rules of the.exchanges require STS to inquire about beneficial 
ownership and a broker to distribute to each beneficial 
owner of securities held in such broker's nominee account(s) a 
copy of the STS proxy material. In response to the request » 
of oTS in February 1975, Rouiston & Company has requested 
only one copy of such material to distribute in compliance 
with such rulzs tnereby indicating there is only one beneficial 


owner of the 25,200 shares held in its name. 


FIRST CLAIM 

34. The allegations and requests for relief set forth 
in the Claim are based on the facts and information heretofore 
and hereafter alleged ana brought under and pursuant to 
Sections 13(d)(1), (2), (3), (4) and (6) of the Act and Rules 
13d-1, 2 and 3 promulgated thereunder by the Securities and 
Exchange Commission relating to the required filing of 
disclosure statements by the beneficial owners of 5% of any 
class of equity security registered under Section 12 of the 
Act. 

35. On information and belicf, since September 1973 
Defendants Self, Bee, T. Roulston, and Roulston & Company, 


Inc. and the other Defendants’ (consisting of other clients 
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of Roulston & Company) formed a group or joined a combination 
and conspiracy (the Bee-Self Group), the purpose of which 


was to take control of Plaintiff STS, change its Board of 


Directors, and change its historical operations and business 


and liquidate certain or all of Plaintiff's assets to provide 
capital for Bee's operations. This combination and conspiracy 
has continued unabated to the date of this Complaint. 

36. On information and belief the Defendants T. Roulston 
and Roulston & Company, Inc. have acted as the agents of 
Defendants Bee and in Self in previous acquisitions and mergers. 

37. On information and belief the Defendants Bee Chemical 
and M. A. Self have during the past nine years acauired a 
number of companies whose operations have been subsequently 
closed down, liquidated or moved. 

38. On information and belief the Defendants are seeking 
to obtain control of STS for the purpose of using its working 
capital, borrowing capabilities and other assets for their 


purposes and not for the furtherance of the business and 


‘ operations of STS or the benefit of its shareholders. 


39. On information and belief since September 1-/% to 
the date hereof, Defendant T. Roulston and Roulston & Company 
have agreed to vote shares owned of record by Roulston ¢: 
Company and beneficially by the other Defendants with 
those owned of record by Bee Chemical and beneficially bv 
Self to accomplish this seizure of control of STS. 


40. Since February 12, 1974 to the date hereof the 


' Bee-Self Group has owned, pooled, aggregated, acquired or 
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held beneficially, directly or indirectly approximately 40,750 
shares or more of STS common stock - 5% or more of STS then 
outstanding common stock. 

41. Section 13(d)(1) of the Act and Rules 13d-1 and 
Rule 13d-3 promulgated thereunder require any person or 
group who acquires, pools, purchases, aggregates or holds 
beneficially, directly or indirectly, or more of STS 
outstanding common stock within 10 days thereafter, to file 
with the Securities and Exchange Commission and STS in 
Rochester, New York a statement required by Schedule 13D, 
promulgated pursuant to the Act. 

42. The Defendants Self, Bee, T. Roulston, Roulston & 
Company and other Defendants have not individually nor as 
the Bee-Self Group filed the statement reauired by Section 
13(d) of the Act and Rule 13d-1 and Schedule ? promulgated 
thereunder. 

43. Sections 13d(1) and 13d(6) further require tte filing 
‘of a Schedule 13D by every person or group w'~> owns 5% or more 
of STS outstanding common stock whenever such person or group 
shall acquire an additional 2% within a twelve-month period. 

44. Since February 12, 1974 when they owned more than an 
aggregate 5% the Bee-Self group acquired in excess of an 
additional 2% of STS. 


45. The Defendants Self, Bee, T. Roulston, Roulston & 


Company and the other Defendants have not individually nor as the 


Bee-Self Group filed the additional statement required by 


Section 13(d)(1) and Section 13(d)(6) on Schedule 13D. 
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46. By their failures to file the Defendants Self, 
Bee, T. Roulston, Roulston & Company, the other Defendants 
and the Bee-Self Group have intentionally concealed material 
information from the Securities and Exchange Commission, STS, 
STS's shareholders, and the investing public, all in violation 
of the Act and the Rules thereunder. 

47. By reason of this concez.ment and violations of the 
Act Defendants Bee, Self, T. Roulston, Roulston & Company, 
the other Defendants and the Bee-Self Group have caused STS, 
its she-eholders and the investing public to suffer substantial 
‘and irreparable injury which will be greatly magnified and in- 
tensified if they are not immediately and permanently enjoine 
from pursuing said illegal plan and scheme. 
Ht 48. Since the date when the Bee-Self Group became 
"the beneficial owners of 5% or more of STS common stock 
STS, its shareholders and investing public have been 
‘deprived in controvention of the Act of essential informa- 
tion about nature of the Bee-Self Group, including the identity 
‘and bu .ness background of its members; the source of funds 
for the purchase of the shares; whether or not the Group or 
any individual member intends to take control of STS; 
whether it intends to merge STS with any other entity; 
whether it intends to make any changes in its operation; 
or sell any of its assets or liquidate it in whole or in 
part; whether it intends to replace management; and whether 


or not it intends to ecquire additional shares, all of which 


would have been disclosed in Schedule 13D. 
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49. By reason of being deprived of the information as 
aforesaid, STS's management, STS's shareholders, the invest- 
ment community and the investing public have teen unable for over 
thirteen months, to evaluate that information so as to 
intelligently determine its ultimate effect on the policy 
and operations of STS; and whether the Bee-Self group plans 
were in the best interest of STS; as well as to conclude whether 
they wished to purchase, retain or dispose of their interests 
in STS as a consequence of their evaluation of that information 
50. The conduct of the Bee-Self Group and of its constituent | 
members, the Defendants Bee, Self, T. Roulston, Roulston & 
Company, and the other Defendants will, if not enjoined 
(a) result in a dislocation of the normal operations 
of STS, create uncertainty about its future control, its 
management, its policies and operations, and thereby disrupt, 
impede and otherwise dislocate the ordinary course of STS's 
business and its ability to pursue its business. 
(b) severely affect the orderly market in the 


common stock of STS. 


(c) result in an erosion of the confidence of the 
financial community both in the general future of STS and in 
the continuation of management in particular so as to make 
more difficult, costly, or impossible borrowing for corporate 
purposes. 

(d) resvlc in an ercsion in the confidence of 


the customers of STS in STS's ability to continue to vrovide | 
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the high levels of quality and reliability which are principal 
factors in attaining and maintaining its customers. 

(e) result in an adverse effect upon the morale 
of employees who are already concerned over a nationally 
uncertain business climate and the possible loss of key 
employees to competitors offering havens of job stability. 

(£) result ina continuation of grossly uninformed 
investment decisions by potential and existing STS shareholders 


as well as the investment community at large. 


WHEREFORE, Plaintiff STS vrays 


A. That the Court adjudge each of the Defendants Bee, 


| Self, T. Roulston, Roulston & Company, Inc., the Other Nefendants 


and the Bee-Self Group to have violated Section 13 of the Act 
and the Rules and Regulations r -omulgated thereunder ; 

B. That each of the .2fendants and the Bee-Self Group, 
their agents, officers, associates, affiliates and all others 


conspiring or acting in concert with them or on their behalf, 


be enjoined for a period of three years from directly or 


| indirectly: 


i voting in person or by proxy any shares of STS 
now held of record or beneficially by any of the Defendants with 
respect to (a) th~ election of directors, (b) any vlan of merger, 
consolidation, or sale of assets and (c) any other scheme or 
plan to change or acquire control of STS which would allow any of 
them to direct STS operations or formulate its policies. 


ye soliciting from any STS shareholder any proxy, 


- consent oz authorization or support to vot che common stock 
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of STS, or from voting any proxy or authorization now held with 
respect to (a) the election of director, (b) any plan of merger, 
consolidation or sale of assets, and (c) any other scheme or 
plan to change or acquire control of STS which would allow any 

of them to direct STS's operations or formulate its policies. | 


as Entering into future agreements with any other 


shareholders of STS to obtain control of STS. 


4. Purchasing, acquiring or otherwise aggregating 
any additional shares of STS whether in the open market, by 
tender, by private negotiation or in any other manner. 

as Using or obtaining for any purpose any list of 
STS shareholders, or disclosing information in any list now held 
by them to any other person. | 

6. Taking any other steps in furtherance of . .y 
scheme or plan to acquire control and take over management of | 
STS in violation of the Act and the Rules and Regulations l 
promulgated thereunder. | 

c. That each of the Defendants, and the Bee-Self i 
Group be directed to file with the Securities and Exchange | 
Commission accurate statements in compliance with the requirements , 
of Section 13(d) of the Act and the Rules promulgated thereunder. 

D. That Plaintiff be reimbursed by the Defendants, and 
the Bee-Self Group for the costs, expenses and damage, including 
reasonable attorneys' fees, caused to it by the ssid valawful | 


acts. ' 
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E. That Plaintiff have such other, different or 


further relief as to the Court may seem just and proper. 


51. The allegations set forth in this second claim are 
: 


c 


based on a violation of Section 14d of the Act and Rule 14d-1 
promulgated thereunder relating to the requi-:ed filing of 
disclosure documents for any tender offer if any consummation 


thereof such person would, directly or indirectly, be the 


beneficial owner of more than 5% of any class of equity security 


registered pursuant to Section 12 of the Act. 


52. Plaintiff repeats and realleges each »2f the allegations 


set forth in Numbers 1 through 50 of its Complaint as though 
set forth in full herein. 
53. On March 26, 1975 the defendant M.A. Sei®t telephoned 


the President of STS and st°*ted that since he was in Cleveland 


,and as many dire’ tors as possible on the morning of March 27. 
A breakfast meeting was agreed upon for the morning of 

March 27. 

: 54. On March 27, 1975 the defendants Self, Hecker and 
‘a representative of Kidder, Peabody and Company of Chicago 
met with STS' President and outside STS directors George R. 
Williams anc William Warren at the Holiday Inn. At this 
meeting the defendant Self advised STS and its director 

that he was prepared to make a cash tender offer to the 


shareholders of STS and that he had arranged financing for 
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this purpose with some irstitutions. He further implied 


'that Kidder, Peabody and Company, Inc. would manage the 
/tender offer. The representative of Kidder, Peabody advised é 
that the premium to be offered would be based upon an 
evaluation of the P/E ratio of companies in the printing 
‘industry and concluded by stating that it would be approxi- ' 
mately 35% to 45% over the market price. The defendant Self 
further advised that he was requesting management's approval | 
'of this offer anu wished its Board of Directors to take that 
matter up at their meeting later that day. | 
55. At the conclusion of the meeting on March 27, 1975 | 
the defendant Self approached the President. of STS and 
advised that he was willing to consider a higher price for 
the STS shares notwithstanding the range expressed by Kidder, 
|Peabody and that he was flexible in this regard. The defendant 
| Self reiterated that he expected to hear the Board's decision : 
jon this matter as to whether or not it would approve such an 
lioffer at the end of the day and offered to stay and meet | 
with the Board versonally. 
| 56. On March 31, 1975 the defendant Self telephoned 
'STS's President, requesting the Board of Directors' response i 
'to his proposal. The defendant Self asked if STS planned 
| any announcements that it was considering approving his | 
“tender. He was advised that STS was not then considering 
any announcement of any type on this matter. When advised 


that the Board had scheduled another meeting and had not had | 
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time to appropriately consider his request, the defendant 
‘Self advised STS's President that he would release the 
tender immediately without management's or the Board's 
concurrence if he felt the Board was delaying for time or 
intended to turn him down. 

During this same telephone conversation on March 31 
the defendant Self further advised that if the Board and 


| 
| 
‘management were to conclude that they would recommend 

acceptance by shareholders of the tender that it would then 


‘be really more advisable and practical for the Board to 


consider, in lieu of the tender, a cash merger. Defendant 
'Self stated that his attorneys had advised him that the cash 


| 
bsiass could be complete in approximately 12 weeks with a 


iconsiderable savings of time and money for Bee Chemical. 

58. On Friday, April 4, 1975 tre defendant Self phoned 
'STS's President end requested an answer concerning his cash 
‘tender. STS's President advised defendant Self that the 


| 
| 
| 
| 


‘Board was disinclined to comment upon or negotiate in any 
' 


‘fashion with Bee Chemical Company. Defendant Self thereupon 


‘stated that he was "here and now" "formally and officially" 


advising STS's President that he was "hereby offering to 


‘ 
| 
i 
i 
! 


purchase 66 2/3 of the outstanding shares of STS at a price 
t. 

{of $8.00 per share" subject to the "support" of management 
i] 

jiand the Board of Directors. The defendant Self further 


| 


jadvised STS's President that his counsel had advised him 
! 


| that STS was "required to immediately communicate that offer 


' 


| 
} 


| 
| 
| 


| 
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to all of its shareholders and the public". STS's President 


“requested Mr. Self to repeat his statements. Self again 
stated that he was "formally and officially", “here and 

cat "hereby making a cash tender to all of STS's share- 
‘holders at $8.00 a share for 66 2/3% of the outstanding 

| stock subject to management's approval” and required “communica- 
Fedion by STS to STS shareholders and the public”. 

ae Immediately upon terminating this discussion STS's 
President consulted with counsel and advised him of what had 
Serunanteed including specifically the demand for communication 
bee all of STS's shareholders. STS's counsel placed a call 

Ito Jack Beem of Baker & McKenzie, Chicago, Illinois, counsel 
hto defendant Self and stated to Mr. Beem and his partner, 
Robert Gareis, that STS had no intention whatsoever of 


it 
communicating an oral tender offer on behalf of Bee Chemical 


jens M.A. Self which was devoid of the protections required 
| by Section 14d of the 1934 Act and further that based upon 
I'sTS's counsel knowledge no Schedule 13D or filing pursuant 
‘to Rule 14(d)(1) had been made with the SEC rendering such a 
‘communication illegal. STS's counsel stated he was making 
| the call so that there would be no misunderstanding and Self 
| would not rely on STS taking his tender to its shareholders. 


| He was free to do as he chose subject only to applicable 
‘law. 

STS' counsel further advised the defendant Self's 

| counsel of the exact words which had been utilized--"formally 


‘and officially", "hereby make a cash tender to all of the 


\ 


' 


cece ns gee a ee A NL Ct ON Ce SN EC CC TC Te 
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ishareholders of Stecher-Traung-Scimidt Corporation" and 


requested information as to whether or not the requirements 


, of Section 14(d) of the 1934 Act regulating such tenders had 
in fact been complied with. The question was not answered 
-directly. Derendants' counsel requested time to speak with 

| their client and the opportunity to speak again with STS' 
counsel. On Saturday, April 5, 1975 defendant Self's counsel 
| advised counsel for STS that there had been a misunderstanding 


‘and that no formal and official tender was intended to be 


| made and that the proposal was $8.00 per share for 100% of 


the outstanding stock of STS "if, and probably only if, the 


management of Stecher-Traung-Schmidt approved". Counsel for 


‘STS advised Self's counsel that this was not his understanding 
‘of the tender offer which had been made on the previous day 
‘but agreed to communicate counsel's interpretation to the 
‘management of STS. 


60. On April 6, 1975 Defendant Self called STS's 


withdraw his request for a general shareholder and public 


communication concerning that proposal. 


' 


| 

President to attempt to restate his earlier proposal and 

| 

t 61. On information and belief Defendants Self, Bee and 
Ixtader, Peabody consulted with and have the support of 


Defendants T. Koulston, Roulston & Company, the Other Defendants 


"and the Bee-Self Group in these cash tenders. 


' 
62. On information and belic& the cash tender has been 


and was planned by the Defendants and the Bee-Self Group during 
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‘the period September 1973 to the date hereof as part of its 
purchase of almost 8% of the STS outstanding common shares 

vin furtherance of its intent to take control of STS. 

| 63. Section 14(d)(1) and 14(d)(2) of the Act and Rule 


'y4a-1 and 14d-3 thereunder require any person or "group" 
sealing a tender which would result in their beneficial 

| ownership, directly or indirectly, of 5% or more of STS's 

t eaeiicnn stock must file a Schedule 13D with the Securities 
i! and Exchange Commission and further a written notice which 
includes the additional material required under Rule 1l4d-1. 
64. The purchase in the open market or by private 

| solicitation by the Defendants after Februarv 12, 1974 of 
i additional shares of STS stock when they then owned 

| beneficially more than 5% of the outstanding STS common 

| 


| Stock and intended to acquire control of STS constituted a 


tender offer subject to Sections 14(d)(1) and 14(d) (2) of 


| 
} 
| the Act and Rule 14d-1 thereunder. 
65. The solicitation on November 15, 1974 of William 

| rogether with the other purchases constituted a tender offer 
| subject to Section 14(d)(1) and 14(d)(2) of the Act and 

Rule 14d-1 thereunder. 

| 66. The solicitation of the affirmative approval of 

i the management ~f STS and its Board of Directors by the 


| Defendants and the Bee-Self Group on March 27, 1974 while 


; such Defendants and the Group owned already beneficially in 
| 


} 


} 
| 


Warren to purchase a minimum of 100,099 shares both alone and 


| 
| 
' 
' 
' 
| 
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excess of 5% or more of STS then outstanding common stock 


constituted in itself a .tender for, or a request or 


} 
F 
' 
| 
| 
} 
fi 


invitation for tenders of any shares of common stock 


| 
|.of STS within the coverage of Section 14(d)(1) and 14(d) (2) 


owned by individual members of the Board or the management 


|. of the Act and Rule 14dl thereunder. 
} #7. The solicitation and statements on Bee and Self 


= April 4, 1975 constituted a cash tender offer subject to 
It 
preaetinne 14(d)(1) and 14(d)(2) of the Act and Rule 14d-1 


' 
thereunder. 


68. On information and belief none of the Defendants, 


| individually nor as the Bee-Self Group have filed with the 


pnaness eae and Exchange Commission Schedule 13D and the 
patrons required by Rule 14d-1 respecting any of the above 
‘tender offers through the date hereof. 

69. By their failure to file each Defendants Self, 
'Bee, T. Roulston, Roulston & Company, the Other Defendants 
iand the BeeSelf Group and Defendant Kidder by its assistance 
have intentionally concealed material information required 


Bee both Schedule 13D and Rule 14d-1 from the Securities 
| 
, and Exchange Commission, STS, STS's shareholders and the 

| 

| investing public, all in violation of the Act and the Rules 
“aaa 


Is 70. By reason of this concealment and violations of 


ithe Act Defendants Bee, Self, T. Roulston, Roulston & Company, 


ithe Other Deiendants, the Bee-Self Group have cauned STS, 
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its shareholders and the investing public to suffer substantial 
; and irreparable injury which will be greatly magnified and 
intensified if they are not immediately and permanently 
enjoined from pursuing said illegal plan and scheme. 

tk. Since the date when the Bee-Self Group became the 


beneficial owners of 5% or more of STS common stock STS, its 


| shareholders, the investing public and the market in general 


| 
have been deprived in controvention of the Act of essential 


} 
| 
j\information about the nature of the Bee-Self Group, including ! 
| 


|the identity and business background of its members; the 


‘source of funds being used for the tender; whether or not 

|; : 

the Bee-Self Group or any individual member intends to take 
l'other entity; whether it intends to make any changes in its 
‘operation; or sell any of its assets or liquidate it in 


' 
| 
r 
| control of STS; whether it intends to merge STS with any | 
| 
whole or in part; whether it intends to replace management; | 

} 

{ 


| 
liand the number of shares which it intends to acquire, all of 
jwhich would have been disclosed under statements filed and 
[Rule 14d-1. By reason of failing to file by the Defendants 
} 


I; P , ‘ : 
(STS shareholders and the investing public have been deprived 


‘of the protections designed for them by Sections 14(d)(5), 
'14(d) (6) and 14(d) (7). 
rye as By reason of being deprived of the information 275 


aforesaid, STS's management, STS's shareholders, the invest- 
& 


eer community and the investing public have been unable, 
| 
' 


| 
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‘for over thirteen months, to evaluate that information so as 


to intelligently determine whether a tender was being made 
! 


‘and evaluate the tender's effect on the policy and operations 
‘of STS; whether the Bee-Self Group plans were in the best 
, interests of STS; and whether they wished to purchase, 


‘retain or dispose of their interests in STS as a consequence 


of their evaluation of that information. 


‘{ 
73. The conduct of the Bee-Self Group and the constituent 
{ 
| 


members Defendants Bee, Self, T. Roulston, Roulston & Company, 


and the other Defendants will, if not enjoined 


t 


| 


;of STS, create uncertainty about its future control, its 
ty 


(a) result in a dislocation of the normal operations 


Management, its policies and operations, and thereby disrupt, 
impede and otherwise dislocate the ordinary course of STS's 


business and its ability to pursue that business. 


(b) severely affect the orderly market in the 


= stock of STS. 
{ 


, (c) result in an erosion in the confidence of the 


| 
re community in general and in particular in the 


‘continuation of manageme..t so as to make more difficult, 
costly, or impossible borrowing for corporate purposes. 

(d) result in an erosion in the confidence of the 
customers of STS in STS's ability to continue to provide the 


high levels of quality and reliability which are principal 


'factors in attaining and maintaining its customers. 
' 
‘| 
| 


t 
| 
| 
| 
| 
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WHEREFORE, Plaintiff on its second claim prays 
A. That the Court adjudge each of the Defendants 
Bee, Self, T. Roulston, Roulcton & Company, Inc., the Other 
Defendants and the Bee-Self Group to have violated Section 14(d) 
of the Act and the Rules and Regulations promulgated thereunder; 
B. That each of the Defendants and the Bee-Self Groun, ‘ 
their agents, officers, associates, affiliates and all 
others cons~iring or acting in concert with them or on their 
behalf, be enjoined for a period of three years from directly 
or indirectly: 
1. voting in person or by proxy any shares of 
STS now held of record or beneficially by any of the Defendants 
with respect to (a) the election of directors, (b) anv plan 
of merger, consolidation, or sale of assets and (c) any 
other scheme or plan to change or acquire control of STS 
which would allow any of them to direct STS operations or 
formulate its policies. 
2. soliciting from any STS shareholder any 
proxy, consent or authorization or support to vote the 
common stock of STS, or from voting any proxy or authorization 


now held with respect to (a) the election of director, 


(>) any plan of merger, consolidation or sale of assets, and 
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'(c) any other scheme or plan to change or acquire control of 


‘STS which would allow any of them to direct STS's operations 
or formulate its policies. 


| be Entering into future agreements with any 


| other shareholders of STS to obtain control of STS. 


| 


j 4. Purchasing, acauiring or otherwise aggregating 
pany additional shares of STS whether in the open market, by 


‘tender, by private negotiation or in any other manner. 
, 


| i Using or obtaining for any purpose any list 


lof STS shareholders, or disclosing information in any list 


. ' 
1 \ 
[now held by them to any other person. i 


} 


6. Taking any other steps in furtherance of any 


' 

‘scheme or plan to acquire control and take over management | 

| 

# STS in violation of the Act and the Rules and Regulations ' 
i 

| promulgated thereunder. i 


| 
li Cc. That each of the Defendants, and the Bee-Self 


|Group be directed to file with the Securities and Exchange 
} 


Commission accurate statements in compliance with the requirements 


of Section 14(d) of the Act and the Rules promulgated thereunder. 


| 
| D. That Plaintiff be reimbursed by the Defendants, 
land the Bee-Self Group for the costs, expenses and damage, 


including reasonable attorneys’ fees, caused to it by the 


jouae unlawful acts. 
E. That Plaintiff have such other, different or 
| 


further elief as to the Court may seem just and proper. 
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Dated Rochester, New Yorl: 
April , 1975 


HARTER, SECREST & EMERY 


—t Fis eae 
By: JI Qe 4, ( 
VE ADO OTD 0 sratone all 
Member of the Firm | \ 
J 
Attrrneys for Plaintiff 
Office and Post Office Address 
700 Midtown Tower 
Rochester, New York 1460¢é 
Tel: (716) 232-6599 
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STATE OF NEW YORK) 


COUNTY OF MONROE ) SS: 


DOUGLAS M. JOHNSON, being duly sworn, deposes and says: 
that he is an officer, to wit: President of STECHER-TRAUNG- 
SCHMIDT CORPORATION, the plaintiff in the above-entitled 
action; that he has read the foregoing amended complaint 
and knows the contents thereof; that the same is true to the 
knowledge of deponent except as to the matters therein stated 


to be alleged upon information and be.ief, and as to thse 


matters he believes it to be true. 


Sworn to before me this 


47 day of April, 1975. 
7 KENNETH ROLFE 


ROTARY PUBLIC, State of N.Y., Wayne Gaunty 
“Wy Comm Expir Us 30 9ZG 


» big f ‘w.,” 
7 
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STECHER- TRAUNG-SCHMIDT CORPORATION 


vs. 


M. A. SELF, BEE CHEMICAL COMPANY, 


C1VIL ACTION # 


EXHIBIT I TO COMPLAIN 


ET AL 
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CONDITIONS FASING BEE 


is Bee Chemical Company has traditionally been a technology/ 
service oriented company specializing in coatings for plastics. 
Until the past 5 years, a major thrust of the company has 
been R & D and, in fact, production activities of the company 
only barely exceeded development activities. 


y Within recent years, these years of investment in R & D have 
led to successful products and market development opportunities 
that have resulted in a sales growth rate for BEE in excess of 
40 percent per year. 


36 The natural exploitation of this work through to the maximum 
potential markets has led BEE from the position of primarily a 
coatings manufacturer into the printing and total product identifi- 
cation field. 

4. BEE's manufacturing, technical, and people skill resources (in 


the non-coating arca) could soon become a limiting factor in 
maintaining the growth rate and expanding market dominance of 
the company. 


4/1/74 


4/1/74 
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CONDITIONS FACIN™ S.T.S. 


S.T.S. has a substantial position in a mature industry where 
meaningful growth for the company can only come by increased 
penctration of a price-sensitive market, which would probably 
be obtained at lower margins. 


S.T.S. is facing major capital expenditures in the near future 
to offset lack of capital investment over the past 5 years. 
Proper utilization of this available capital is critic.l. Itis 
questionable whether the best return on investment can be 


achieved by merely modernizing existing capebilities. 


S.T.S. has acquired facilities, personnel, and market penetra- 
tion over many years which are assets that can probably be 
better utilized in the future -- assuming a partial redirection of 
the company's total resources so as to generate better growth 
and profit, net of the inflation factor. 


To achieve the best result, it would appear S.T.S. should con- 
sider, as a primary alternative, a merger with another substantial 
business enterprise to provide the company with new business 
horizons, diversification, and a revitalized sense of purpose, 
rather than embarking on the expensive and unproductive path of 
expanding in highly competitive and marginal markets dominated 
by larger companies with substantially greater resources. 
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, 


BEE CHEMICAL COMPANY 


2700 East 170th Street 
Lansing, Illinois 60438 


MARCH 1974 
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BEE CHEMICAL COMPANY 


EARLY HISTORY 


BEE CHEMICAL COMPANY was chartered as an Illinois corporation in 
October 1945 with a capitalization of $21,000 by Dr. Johan Bjorksten as an 
adjunct to the Bjorksten Research Laboratories (a professional research or- 
ganization, now located in Madison, Wisconsin). 


In 1946, M. A. Self and C. F. Roney established a laboratory in Columbia, 
Missouri, where Roney engaged in research and development of chemicals 
fc» use in the blueprinting industry. 


In December of 1947, it was decided to combine the activities of BEE CHEMI- 
CAL COMPANY and those of Self and Roney, with Self taking over as President 
of BEE CHEMICAL COMPANY. BEE CHEMICAL COMPANY 's annual turnover in 
1947 was approximately $100,000, and consisted of cutting oils and grinding 
fluids, some custom packaged cleaning fluids for a leading watch manufacturer, 
“ and the custom manufacture and packaging of a coating designed to serve as 

@ wax substitute. The staff consisted of twr production workers, a clerk, 
and Self. . 


Also, late in 1947, an exclusive license was granted by Nash-Kelvinator 
Corporation (now American Motors) to BEE to manufacture and market a new, 
clear coating to make polystyrene plastic resistant to gasoline. 


Following market studies, it was concluded by Self to concentrate BEE's 
limited funds and staff on the field of coatings for use on plastics and to dis- 
continue the other lines because of their comparatively limited growth and 
profit potential and/or high capital requirements. While these studies in- 
dicated there was only a limited market for the clear coating developed for 
Nash, these studies did reveal there was a small but growing need for pig- 
mented and colored coatings for use in painting polystyrene and other plastics 
in the appliance, automotive, sign, and other markets in which plastics were 
beginning to find an important place. 


When Mr. Roney received his Master's Degree in Chemistry from the University 
of Missouri and joined BEE in the spring of 1948, the primary effort of the 
company was concentrated on adapting the Nash-Kelvinator clear coating to 

a colored coating system for painting plastics. From this point, the Company 
concentrated on becoming the leading specialty company in the field of paints 
and lacquers for use in decorating and painting of plastics. 
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OVERVIEW 


The company experienced steady growth, reaching a turnover of approxi- 
mately $1 million annually by 1960, approximately $6 million by calendar 
year 1970, and approximately $20 million by calendar year 1973. Volume 
is expected to reach approximately $30 million in calendar year 1974. In 
spite of the company's relatively small size, by 1960 the company had de- 
veloped a worldwide reputation in the field of coatings for use on plastics 
and the related field of vacuum metallizing coatings for use on plastics (a 
process which provides plastics with a bright, reflective silver or gold ap- 
pearance). In more recent years, the company has also become an important 
factor in the field of hot stamping foils, machinery to apply stamping foils, 
quality metallized plastic film, typewriter correction paper, MICR encoding 
ribbons, and pigment dispersions. In addition, the company has a growing 
position in the fields of plastic and aluminum film laminating, various clear 
and printed pressure-sensitive adhesive-coated plastic film used to manu- 
facture nameplates, permanent labels, etc. 


Operations have remained profitable following modest losses during the 

‘ first couple of years after Self took over the active management of the com- 
pany. Essentially all financing has been handled through retained earnings 
and borrowing. 


Bjorksten continued as an inactive shareholder from 1947 to 1956, at which 
time Self purchased his remaining interest. 


LOCATIONS AND OPERATIONS 
BEE CHEMICAL COMPANY (Lansin Illinois 


The Chicago-area headquarters -- offices, laboratory, and plant opera- 
tion -- were relocated from the south side of Chicago to Lansing, Illinois, 
in 1961, ona 15-acre tract of land in an industrial area in Lansing, and 
PEE currently occupies approximately 120,000 square feet of buildings at 
the Lansing site. Most of the land is still available for future expansion. 


In 1968, BEE leased an 8,000 square foot building on 21,000 square feet 
of property in Troy, Michigan.(a suburb of Detroit), to establish a labora- 
tory and sales facility as an extension of the Lansing operations to better 
serve the important automotive market. 


Coatings, stamping foils, and pigment dispersions are manufactured at the 
Lansing plant. Sales in the current year are projected at approximately 
$15.0 milJion. , 
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BEE CHEMICAL COMPANY - Coated Film Division 


(Union City and Fairfield, New Tersey) 


This division operates in two facilities:in New Jersey. The Union City 
facility is 60,000 square feet and the Fairfield (Business Products) 
facility is 30,000 square feet. Stamping foils and machinery are manu- 
factured at the Union City plant; and various office products, laminates, 
and metallized film are produced at the Fairfield plant. Sales in the cur- 
rent year are projected at approximately $9 million. 


BEE CHEMICAL COMPANY (Gardena, Califoriiia) 


A plant to manufacture coatings was established in Gardena in 1963. 

This plant enjoys a turnover of approximately $2.0 million, consisting 

of paint and pigment dispersions, and Operates as a separate profit cen- 

ter under a General Manager. In addition, this division sells hot stamp 

foils produced at other BEE locations. The operation is housed in a build- 

ing with approximately 25,000 square feet situated on approximately 

50,000 square feet of land. 5 


AMERI-CAL CORPORATION (Medina, Ohio) 


BEE CHEMICAL COMPANY has agreed in principle to acquire Ameri-Ca] 
Corporation, a small, high-quality manufacturer of pressure-Ssensitive 
printable films used in the graphic arts industry. 


Ameri-Cal's line of products includes printed polyester, acetate, and 

vinyl films; overlaminating polyester films for protecting nameplates 

and decorative markings; gold and silver metallized polyester films for 

embossing and printing; transparent films for two-way signs and labels; 

and special] pressure-sensitive products, such as "Glitter-Stix" multi- 5 
color aluminum flaked films, woodgrain films and anti-skid safety material 

for architectural use. 


The addition of Ameri-Cal takes BEE into the dynamically growing, 
pressure-sensitive film market in which BEE can incorporate much of its 
traditional coatings and plastic film technology. 


Under the previous arrangement, sales during the current year were ex- 
pected to be slightly under $1.0 million; however, BEE's in-place, world- 
wide marketing structure is expected to provide a dramatically expanded 
market for Ameri-Cal's products. 
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BEE CHEMICAL COMPANY (U.K.) LTD. (London, England) 


BEE CHEMICAL COMPANY (U.K.) LTD. was established in 1964. 

BEE (U.K.) began with a small laboratory and marketing staff and ar 
ranged to have their coatings custom made by a loca] paint manu- 
facturer. In October 1965, BEE (U.K.) established its own manu- 
facturing operations in a leased plant. In 1972, the coatings busi- 
ness of B.C.L. (which was jointly owned by Cargill of the U.S. and 
Blagdens of England) was purchased, and the BEE and B.C.L. coat- 
ings operations were joined in the former B.C.L. plant (which was 
included in the acquisition) at Lower Sydenham in London. Combin- 
ing the operations permitted establishing a greater depth and specializa- 
tion in the BEE (U.K.) management, which is serving to accelerate 

the growth and expansion at BEE (U.K.) and, in turn, is enabling the 
operation to more effectively supply both the English and Continental 
markets. Sales for the current year are projected at $2.5 million, con- 
sisting primarily of locally manufactured paint and imported stamping 
foil. 


BEE (U.K.) is a wholly owned subsidiary of BEE CHEMICAL COMPANY 
and currently operates as a se ‘rate profit center in a 28 ,000 square 
foot building on a 1.45 acre s..2. The company is under contract to 
sell this property, and tentative plans have been made to relocate the 
plant in a 40,000 square foot building on a 3 acre site near Manchester, 
England, where numerous benefits are available. 


NIPPON BEE CHEMICAL CO., LTD. (Osaka, Japan 


In February 1971, BEE CHEMICAL COM PANY established a 50-50 joint 
subsidiary with Nippon Paint Co., Ltd., the second largest paint manu- 
facturer in Japan, under the name of NIPPON BEE CHEMICAL CO., bres 
which has the exclusive rights to manufacture and market coatings for 
use cn plastics in Japan and throughout much of the Far East. All plastic 
coatings technology from BEE CHEMICAL COMPANY and/or Nippon Paint 
Company is supplied to NIPPON BEc CHEMICAL CO., LTD., and any and 
all technical or marketing information available to NIPPON BEE is avail- 
able exclusively to BEE and its other operations throughout the world. 
This joint venture company is in its fourth year of operations. 


BEE CHEMICAL COMPANY receives a royalty on all NBC sales. ‘he fact 
that such a large and leading paint manufacturer as Nippon Paint would 
make this type long-term joint venture with BEE provides some indication 
of the respect with which BEE's technology and overall capability is 
regarded, 


321 y 
Exhibit I Attached to Complaint. 


The operation lost money during its first year, made a very small prcfit 


during its sé year, los satis- 
turn on le ing nird year, as s 
nt ted joint mpany 
Ni i sis ns for 
] ir tv ach 
this \ ] imnover during the current 
NIPPON B has alr y ‘orm: iin establishing a fair market position 
in Japan, Taiwan, and Hong Kong, and is currently in the proce: £ ex 
panding its activities to Singapor and other Far Eastern locations. 


This company is now capably staffed with well-traine 1 technical and 
marketing groups. 
AMERICAN SUPPLY CC 


bviiut 


BEE CHEMICAL COMPANY is under contract to acquire a 66-2/3 percent 
interest in American Supply Corporation, a group of five European market- 
ing organizations wi Wwe > and sales operations in France, Italy, 
Germany, Belgium, and Sweden. The legal formalities are expected to 
be completed by not later than June 3, 1974, 


American pply specializes in marketing stamping foils, application 
machinery, and liquid coatings to the plastics and graphic arts industries 
of Europe through 12 full-time lesmen. This acquisition provides BEE 
g arm on the Continent around which to build an expand- 
e. The combined sales of the American Supply com- 


a strong marketi 
ing position in 
panies during the 


LI ‘UID COATINGS 
Most of the company's business in coatings is in the form of pigmented 
paints for use on plastics. In view of the great many types of plastics, 
their susceptibility to attack by solvents, and the great variety of appli- 
cations in which plastics are used, a greater technical knowledge and 
skill is requi rent of these coatings than is true for some 
of the more common industrial finishes for metal, wood, etc. 


d in the developn 


Included in BEE's 1c of coatings are clear finishes for use iu conjunction 
with vacuum metallization. This product line can be successfully suppliee 
only by those who do rather extensive R & D and who have vacuum metalliz- 
ing equipmeént for development and control] evaluations. Also, these 
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supplyir 


ying a g¢ 


products can be suc (ele 
stomer, which re ig res an 


of technical] assistan 
experienced technica 


Sales of coatings for the current year are expected to be approximate 


$14.0 million, with over 90 p ent being for use in painting of plastic 
and/or for use in conjunction with vacu metallization of pla istic S. 
It is estimated that BEE’s current c ngs business is divided by market 
approximately as follows 

Automotive 35% 

Appliance radio, 

air cond ners atc, 25 

Furmiture 5-10 

Building products 5-10 

Other 20-30 


BEE has traditionally concentrated on those demand high 
quality and in which there are rigid specifi 

Therefore, BEE has gained a good reputation and the nece 

to supply quality coatings for use on plastics on both the inter‘ors an 
exteriors of automobiles, exterior plasti I e building provucts 
field), high-abrasicn and alcohol-resistant products for use on TV cabinet 
Additionally, BEE has developed the ability to provide products with the 
desired esthetic characteristics to meet contin 

requirements. 


>ssary expericnce 


Over 90 percent of BEE's coatings products are sold through its own sales 
force, with qualified agents being used in selected areas where staffing 
by direct sales personnel is not justified. 


BEE has approximately 800 coatings customers in the United States. These 
include captive plants in the automotive, appliance, clock, s 

other markets, as well as custom molders and finishers serving these end 
users. Due to the size and financial strength of the customers, credit 
losses have been minimal. 


UNIVERSAL COLOR DISPERSIONS . 


In 1971, the comp~ny introduced a unique line of pigment dispersions 
compatible with essentially all non-aqueous industrial finish vehicles. 
BEE originally developed the Universal Color Dispersions to simplify its 
own manufacturing operations. 


ve 
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A special division and sales agents were established to market these 
dispersions to other coatings 1 anufact nd users of pigment dis- 
persions. Sales during 1973 sesbiadiond to approximately $700,000. 
Sales duri $1.5 million. 


This product and the sales 


rowth rate has en asian y centred ed by the limited availability of 
pigments. 
A new dispersion system is being added, a new Aqua Line, which has 
wide compatibility in aqueous inc strial finishes., This new - duct 
line holds special interest at this time in that it eliminates technical 
difficulties in pigmenting high-quality water coating risen for indus- 


trial appli 


ANT) 


Al YD 


RAD 


In late 1971, it was determined that BEE CHEMICAL COMPANY would 
enter the new and rapidly growing field of hot stamp foils. Hot stamp 
foil is ma wufactured by ented a thin plastic film (polyester or cellophane) 
which is coated by one of several methods. Customers who purchase hot 
stamp foil transfer the coatings from the plastic film carrier to the plastic, 
paper, or other surface by use of a hot roiser and/or a stamping die. Hot 
stamp foils essentially provide an alternate method of saining or coating 
plastics, paper, seri and other surfaces. 


Hot stamp foils are supplied in straight pigmented colors, brights (clear 
coatings between which is sandwiched vacuum metallized aluminum giy- 
ing the appearance of bright silver, gold or chrome), a and/or special de- 
signs (such as simulated woodgrain appearan 
for a woodgrain hot stamp foil is on plastic TV cabinets where a sandwich 
of up to seven coats (which have been applied to a fiim carrier by 
use of a multi-head gravure printing ie ess) is then transferred from the 
sinatti film carrier to a TV cabinet by heat and pressure. In such an in- 
stance, hot stamp foils greatly ify .ne user's coating operations by 
+} 


eliminating the need to apply the coatings singly. BEE's ability to manu- 


A typical application 


facture woodgrain hot ~tamp foils on multi-head ae equipment in 
register, so as to prov high-quality printing and fine detail, makes 
possible a much improved appearance over what is possible otherwis 


Hot stamp foils also eliminate pollution problems for the customer in that 
organic solvents are eliminated for the user. 


A 5-year-old study by a leading plastic film supplier indicated the hot 


stamp foil market was expected to grow at 25 percent compounded annually. 


Our own studies indicate this was a conservative estimate. 
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BEE CHEMICAL COMPANY had an unusually strong position for entering 
this market in that the customers (including large automotive manu- 


facturers, appliance manufacturers, and plastic molders and decorators? 


LiIPMAICA 


were existing customers for BEE CHEMICAL COMPANY coating products. 
Second, BEE had the in-depth coating technology for the high-specifica- 
tion coatings desired by these c itlets. Thus, to manufacture foil, BEE 
installed coating, printing, and continuous vacuum metaliizing equip- 
ment to apply the coatings to the plastic film carrier in a new $1 million 
plant in Lansing in 1972. 


In April 1973, the Roll Leaf Division of Howmet Corporation was acquired 
and became the Coated Film Division of BEE CHEMICAL COMPANY. The 
Howmet acquisition provided BEE with established products and markets 
in the hot stamp foil field in excess of $3 million in annual turnover. By 
virtue of BEE's superior coating technology position, the Howmet products 
have in a number of instances been upgraded. 


Howmet's marketing strengths and products served to complement those 
of BEE in the hot stamp foil field in that Howmet was strongest on the 
East Coast, in the export market and in the U.S. distributor market, v 
BEE was strongest in the Midwest and West with a strong, direct sale 
force in the automotiv. and appliance markets. Total stamping foil sales 
for the current year are projected at $9-10 million. 


vhile 


Further, the Howmet acquisition provided BEE with a line -f well-designed 
application equipment. Howmet's turnover in this line was approximately 
$800,000 per annum. This was a highly desirable addition in that all 

other leading manufacturers of hot stamp foil also manufacture and supply 
application equipment. Howmet had a small but capable engineering staff 
which became the nucleus for expanding and improving the equipment line. 
Sales of machinery for the current year are projected at $1.3 million. 


BISSINESS PRODUCTS AND 
CTHER MISCELLANEOUS PRODUCTS ’ 


The Fairfield operati.» , also acquired from Howmet, provided BEE with 
important diversification in a related line in that this facility offers a 
number of well-received products in the office products field. These con- 
sist of coated plastiz film or paper, which are used employing the cold, 
rather than the hot, transfer method. The growth potential in this market 
appears excellent and BEE's coating technology is being used to good ad- 
vantage to expand and improve upon the product lines in this part of the 
business. This product line consists of typewriter ccrrection produc 3, 
magnetic encoding ribbons, composing ribbons, and metallized film for 
office copiers. Also, a small volume of plastic film and aluminum foil 
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is coated, laminated, and slit for sale as electrical cable wrapp: ~. 
The voluiae at Fairfield is approximately $2.5 million. 


Assuming the Ameri-Cal acquisition is completed as expected, an addi- 
tional] $1 million in turnover will be added with this line of adhesive 


products. 


TECHNICAL 


-E established the plan to have a strong R & D and 
technical service c in that it was involved in the new field of 
plastic coatings in wl knowledge was very limited. This established 

for BEE an early reputation of having an unusual capability to solve customer 
problems and to innovate new ideas, which in turn served to open new mar- 
ket possibilities. Out of a total BEE staff of 600 (excluding our joint venture 
company in rhs approximately 76 employees are engaged in the technical, 
product development, and technical service sides of the business 


From the begir 


MARKET POSITION 


rket for plastics is growing more rapidly thar the general economy. 

C & E News reported plastics had a growth of 19.7 percent during the year 
1973. While detailed studies have not been made, it is the judgment of 

BEE CHEMICAL COMPANY's marketing staff that the market for coatings for 
plastics and hot stamp foils for use on plastics is growing more rapidly than 
the market for plastics because the new and expanded uses for plastics in- 
creasingly involve the use of coatings and/or foils for either decorative or 
functional purposes in the automotive, furniture, building products, etc. 
fields. For example, sales at BEE (Lansing) expanded in excess of 53 percent 
during the fisca] year ending January 31, 1974, as a result of growth of the 
total market, increased market penetration, and expansion of the product line. 
Due to BEE's combined emphasis on technical competence and a strong direct 
sales and marketing program, it is anticipated BEE will further increase its 
market share of coatings, hot stamp foil, and other products during the com- 
ing year. 


While no reliab le information as to the total market for plastic coatings is 
available, BEI E estimates it currently holds 20 percent of the total market in 
the United States, and substantially lesser amounts in other important world 
markets in w which BEE currently in the process of establishing strong posi- 
tions. Our share of a hot stamo foil market is approximately 10 percent. 
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MANAGEMENT 


M. A. SELF has served as President of BEE CHEMICAL COMPANY from 
1947 to the present. 

Mr. Self received a B.S. degree in Chemical Engineering from the Uni- 
versity of Kansas in 1943. 

Prior to joining BEE, he worked four years for Sharples Chemicals, Inc. 
(now Pennwalt) in research and market development. 

He is 52 years old. 


ARTHUR S. HECXER has served as Vice Chairman of the Board of BEE 
CHEMICAL COMPANY since April 1973. 

Mr. Hecker attended University School in Cleveland, Ohio, and Babson 
Institute of Business Administration in Wellesley, Massachusetts. 

His employment history includes 22 years with A. W. Hecker Company, 

a manufacturer of aircraft sub-assemblies. He served as President from 
1958 until 1971. 

Mr. Hecker also spent one year with Merrill Lynch, Pierce, Fenner & 
Smith; and is a Director of Pioneer Mutual Funds in Boston, Massachusetts. 
He is 46 years old. 


ROGER F. HRUBY, Executive Vice President, has been with BEE CHEMICAL 
COMPANY ten years and has operating responsibility for the U.S. operations, 
Mr. Hruby received a F,S. degree in Chemistry from North Central College 
in 1958, and an M.B.A. from the University of Chicago in 1972. 

Prior to rejoining BEE, he worked with Michigan Chrome & Chemical for one 
year as Sales Manager. His employment history also includes four years as 
President and chief executive officer for Plastron Corporation, as well as 
Chairman and chief executive o-ficer of Litho Glass Inc. 

He is 39 years old. 


JAMES C. EDWARDS, Corporate Vice President of Finance, has been with 

BEE CHEMICAL COMPANY for eight years. 

Mr. Edwards received a B.B.A. degree from the University of Cincinnati in 
1955, majoring in Finance. 

Mr. Edwards has served BEE as Corporate Controller; Vice President, Opera- 
tions of the Central Division; and recently as Vice President and General 
Manager of the Western Division. 

Prior to joining 3E%, he had }’ years' experience with Arthur Andersen & Co., 
serving as Manager o* Smaili Business Division in their Cincinnati office. 

He is 43 years old. 
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SEBASTIAN J. DOLCE, General Manager of the Coated Film Division in 
New Jersey, joined BEE CHEMICAL COMPANY in April 1973. 

Mr. Dolce graduated with a B.S. degree in Mechanical Engineering from 
Pratt Institute of Technology. 

Prior to joining BEE, Mr. Dolce had served as Director of Operations of 
the Roll Leaf Division of Howmet Corporation. He has also served as 
Executive Vice President and Genera] Manager of Lewis Engineering Co. 
and President of Mecca Machinery Co. 

He is 51 years old. 


GEORGE D. LUTZ has been with BEE CHEMICAL COMPANY for two years 

and is General Manager of Western Division in Gardena, California. 

Mr. Tutz's educational background includes a Bachelor of Chemical En- 
gineering degree from Villanova University (received in 1963), two semesters 
of law courses at Temple University, and one semester M.B.A. courses 

at Temple University. 

Prior to joining BEE, he had three years' experience with Atlantic Refining 

as a Development Engineer. He also had four years with General Electric 

as Manager, Market Development. 

He is 33 years old. 


RICHARD E. JARZOMBEK, Director of Coatings Research & Development, 
has been with BEE CHEMICAL COMPANY for 22 years. 

Mr. Jarzombek received a B.S. in Chemical Engineering from Purdue 
University in 1951. 

He is 44 years old. 


CHARLES F. RONEY has been with BEE CHEMICAL COMPANY for 26 years, 
and his current position is Manager, Research & Development - Foil Div. 
Mr. Roney has a B.S. in Chemical Engineering, which he received from 
Missouri University in 1945, and an M.S. in Organic Chemistry from 
Missouri University, which he received in 1948. 

Prior to joining BEE, he worked at Sharples Chemicals for two years as a 
chemist. 

He is 56 years old. 


DAVID G. FRITZINGER has been with BEE CHEMICAL COMPANY for 5-1/2 
years, and his current position is Manager of the Automotive Division. 

Mr. Fritzinger received a B.S. degree from Indiana State in 1960. He has 
30 hours of graduate work in Chemistry. 

Prior to joining BEE, he worked at Sherwin Williams for 4-1/2 years as 
Group Supervisor for Automotive Development. His employment history also 
includes four years of teaching math and chemistry at the high school and 
junior college level. 

He is 35 years old. 
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JOHN V. SYNOL joined BEE CHEMICAL COMPANY in 1974 and is Director 
of Operations at Lansing, Illinois. 

Mr. Synol's educational background includes a B.S. degree in Chemical 
Engineering from Newark College of Engineering. 

Prior to joining BEE, Mr. Synol was with Inmot Corporation for 14 years, 
serving in various capacities including Design and Process Enginecring, 
Plant Engineer, Plant Superintendent, Plants Manager for North Carolina 
and New Jersey facilities, and National Accounts Manager. 

He is 32 years old. 


DR. ROBERT ROZETT, Manager of Engineering and Planning at Lansing, 
Illinois, joined BEE CHEMICAL COMPANY in 1974. 

Prior to joining BEE, Dr. Rozett served for seven years as Technical 
Director of Celanese Coatings Company. He has also served as Technical 
Supervisor for Allied Chemical Co. and Merck & Co. 

Dr. Rozett received his B.S. and M.S. degrees in Chemical Engineering 
from Columbia University, and received his Ph.D. in Chemistry from North 
Carolina State University, where he also served as a Professor of Chemical 
Engineering. 

He is 45 years old. 


RALPH F. RIEDEL joined BEE CHEMICAL COMPANY in 1974 as Special 
Projects Manager, Foil Division. Mr. Riedel came to BEE from Dri-Print 
Folls, Inc., where he had served as Vice President and General Sales 
Manager. He has also served as Marketing Manager for MSL Plastics 
Division of MSL Industries and handled technical sales for Rohm & Haas Co. 
Mr. Riedel received his B.A. in Chemistry from American International 
College. 

He is 43 years old. 


M. K. DAVIES, Managing Director, BEE CHEMICAL COMPANY (U.K.) LTD. 
Mr. Davies joined BEE (U.K.) in 1972 as Sales Manager after serving as 
Sales Manager of B.C.L. Coatings, Ltd. Mr. Davies has also served as 
Manager of the London Branch of Coolag, Ltd., a subsidiary of Shell Oil Co. 
He is 34 years old. 


DAVID W. MENDEZ, Director of Operations, BEE CHEMICAL COMPANY (U.K.) 
LTD. Prior to joining BEE (U.K.) in 1972, Mr. Mendez was Chief Chemist 
for B.C.L. Coatings, Ltd. His employment history includes serving as 
Production Manager for B.J.N. Paint Co. (Ltd.) and as a chemist for the 
Ministry of Defence. 

He is 38 years old. 


& 
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PRUAYD PUR LEE AININUUNS dE is Csi ca anaes beg © Yr_euvuvu ona 

KNOW ALL MEN BY TIHLSE PRESENTS ’ #01 
That I, the undersiened, a stockholder of Stecher-Traung-Schmidt Comoration in eeu’ Constitute and 
appoint Kalph J. Wrenn, Jolin W. Remington, George KR. Williams and Douglhis M n, or any of them, 


with power of substitution, as proxics to appear and vote all of the shares of commen stock standing in the name 
of the undersigned, at the Annual Mecting of Stockholders of the Stecher-Traung-Schrudt Corporation to be 
held in the Auditorium ef Lincoln First bank of Kochester, One Lincoin First Square (Third Floor), Rochester, 
New York on the 17th day of April, 197-4 at four o'clock I’. M., and at any and ail adjournments thereof; and the 
undersigned hereby imstructs said attorneys to vote: 

(a) For the election of ten directors; 

(b) FOR © AGAINST © the selection of Coopers and Lybrand as auditors for the Company for the fiscal 

year ending December 31, 1974; 

(c) upon any other business that may properly come Ltefore the mecting or any adjournment thereof. 
THE SHARES REPRESENTED BY TINS PROXY WILL BE VOTED AS DIRECTER BY FUE STOCKHOLDER. 
JF NO CHOICE IS SPECIFILD, THE PROXY WILL BE DEEMI> IO APPOINT PROXIES WITH AUTHORITY 
TO VOTE FOR ITEM (b). if ie 


Dated April , 1974 
Please date, sign and return this proxy prompuy ‘ni’the’enct umf 

THIS PROXY IS SOLICITED ON BEIMALF OF THE . 
MANAGEMENT OF STECHER-TRAUNG-SCHMIDT CORPORA Ll1ON f 


BLED _SIG™ ALU 


Jed! covelope. 


STECHER-—TRAUNG-SCIMIDT CORPCR ‘ON 
PROXY FOR THE ANNUAL MEETING ON APh.L 17, 1974 #02 


KNOW ALL MEN BY THESE PRESENTS: 7200 shares 
That J, the undersigned, a stockholder of Stecher-Traung-Schmidt Corporation, do hereby pense ey 
appoint Ralph J. Wrenn, John W. Remington, George R Williams and Douglas M. Johnson, or any of ern, 
with power of substitution, as proxics tu appear and vote all of the shares of common stoc k standing in the _ e 
of the undersigned, at the Annual Mecung of Stockholders of the Stecher-Traung Schmidt Corpor ation to be 
held in the Auditorium of Lincoln First Bank of Rochester, One Lincoln First Square (Third Floor), eg ec 
New York on the 17:h day of April, 1974 at four o'clock P. M., and at any and all adjournments thereof; and the 
undersigned hereby instructs said attorneys to vote: 
(a) For the election of ten directors; a, 
(b) FOR © AGAINST OC the selection of Coopers and Lybrand as auditors for the Company for the fisc 


ear ending December 3}, 1974: : : 
c) ae any other business that may properly come before the meeting or any adjournment thereof. 


N E .T Pe 5 PROXY W 2 T AS ECTED BY THE STOCKHOLDER, 
THE SHARES REPRESENTED B, THIS PROXY WILL BE VOTED AS DIREC ' 7S ; DER, 
IF NO CHOICE IS SPECIFIED, THF PROXY WILL BE DEEMED TO \PPOINT PR XIES Wy irre TY 
TF. FOR ITEM (b). WZ aad ie Nin 
TO VOTE. FOR ITEM (b) os Meer} lL Cé at 
Dated April 197 OS ae ee me ee worocercccccc SNe cepnl lan: bao a 
: zs Please date, sign and return this proxy promptly in the enclosed stamped envelope. 
THIS PROXY IS $9! .JCITED ON BEHALF OF TIE 
MANAGEMENT OF STECHEX~TRAUNG-—SCHMIDT CORPORATION / 


Vato re (7 fe; 


& lesincben fr 
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f 
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BEE CHEMICAL COMPANY 
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Introduction 


} 


Bee Chemical Company was chartered in 1946 as an I}linois corpor- 
ation by Or. Johan Bjorksten as an adjunct to the Bjorksten Research Lab- 
oratories, a professional research organization located in Madison, Wis- 
consin. In that same year, M.A, Self and C.F. Roney engaged in the re- 
search and development of chemicals for use in the blueprinting industry. 

Late in 1947, the two activities were merged and M.A. Self became 
the President of Bee Chemical. At this time the company produced cutting 
and machining oils and was also a custom manufacturer and packager of a 
coating designed to serve as a wax substitute. 

The marketing direction of the company changed tate in 1947 when 
an exclusive license wes granted by Nash-Kelvenator Corporation (now Amer- 
ican Motors) to manufacture and market a new clear coating, which provided 
@ gasoline-resistant covering when applied to polystyrene plastic. From 
this time on management decided to direct all of its funds and staff to 
coatings for use on plastics and discontinue all other product lines. The 
company concentrated on becoming the leading specialty company in the field 
of paints and lacquer for use in decorating and painting of plastics. Over 
the past 25 years, the Company has become a leading factor in the plastic 
coating industry. The Company now has over 600 customers for the coating 
products and over 700 customers for non-coating products that have been 


developed or acquired in recent years. 


New product development, tight quality control, and persistent 
sales engineering have been the important factors in Bee's success in 
serving the rapidly changing p'astics industry. Coating applications have 
been multiplying even faster than the plastic industry which, in turn, 
has enjoyed an above average industry growth rate. 


The total industrial coatings sector of the paint industry has 
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been growing over the past 15 years at an annual rate of 3.7% for gal lonage 
and 5.8% for dollar sales. Industry economists are expecting that during 
the 1970's gallonage will grow at a 4.0% rate and sales at 6.0%. However, 
coatings for plastics should grow at least half again as fast or 6.0% und 
9.0% for gallonage and dollar sales respectively. 

Research and development has always been paramount at Bee. Over 
the last five years the Company has spent more than a million and a half 
dollars in research and development with over $490,000 Spent in the last 
fiscal year. 


Product Lines 


Coating for plastics - According to industry sources that we inter- 
viewed, Bee is one of the two recognized leaders in this specialized field. 


Bee's coatings are sold to the following markets: 


Automot' ve 35% 
Appiiar-e and general ..dustrial LO% 
Miscellaneous plastics 25% 

100% 


In all of these markets th> number of different applications are multiplying 
every year. Less than 10% of Bee's coatings are applied to non-plastic 
surfaces. 

The average price per gallon of Bee coatings is $5.78 which is sub- 
stantially ahead of the overall industrial coating average of around $3.25 
per gallon. The reason for the large soread is that Bee's product is nor- 
mally developed to solve a customer's specific coating problem which entails 
the support of Bee's technical service laboratories. Therefore, Bee's sales 
are done on a job order basis and command a higher unit price. 

Bee's current market share is estimated to be 10%. This market 


penetration is forecasted by management to Increase to the leve of 12% to 


15% during the next couple of years as a result of a larger sales force, 
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the penetration into new territories and a superior product position Bee 
also foresees an increase in sales because of the ever increasing use of 
plestics in new applications. For example, the furniture industry is re- 
placing wood with plastics which require new and specialized coatings. 
Another market that is expanding at a fast pace is coatings for the textile 
industry and Bee plans to enter this market in t future. 


Universal Color Dispersion (UCD) - This product is newly developed 


by Bee and is a derivative of the basic coatings business. As a marketing 
tool, the Company has always promised fast delivery and being a job order 
ship, the company needed a way to have in stock pre-dispersed pigment. UCD 
meets this need by dispersing pigment ahead cf time in a meduim that is 
compatible with nearly all end-use resin systems. Now when an order is re- 
ceived, the proper color UCD is simply added to the particular resin without 
going through a pigment formulation process that can consume | to 2 days of 
ball mill time. 

This "pre-production" pigment systen. is also attractive to large 
paint companies ss a means of reducing inventory of small volume colors and 
in gaining better equipment utilization. Smaller paint companies that can 
appreciate the cost and time savings potential will add to the market 
potential for UCD. The major market will be manufacturers of industrial 
coatings rather than makers of ''trade sales'’ paint for the retail and 
contractor mz: kets. 

Sales of Bee's UCD products are on a growth curve that is doubling 
each year and would be eve. higher if sufficient raw materials were available. 
Volume is expected to ao from $700,000 in fiscal 1974 to $1,750,000 in 
fiscal 1975. In fiscal 1976, sales will be assisted by the new plant in 
Fagland which will begin to manufacture UCD. About 50% of last year's sales 


Wes used in-house and 50% was scld to other coatings manufacturers. Since 


a large part of the domestic sales of UCD are sold to Bee's competitors, the 
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Company be!ieves that a separate distribution channel is appropriete. Pre- 


sently, the product is being sold by manufacturer's representatives under 
the direction of a product manager at Bee who reports to the Executive- 
Vice President rather than to the les Manager. 

Hot Stamp Tape - At the end of 1971, Bee entered the new and rapidly 
growing field of np tape (often called het stamp foil, roll leaf, or 
coated film). Hot amp foil is manufacture’ by using a thin plastic film 
(polyester or cellcphane) which is coated. Users of the tape transfer the 
coating from the plastic film carrier to the plastic, paper, or other surface 
by use of a hot roller and/or stamping die. The tape essentially provides 
an alternate method of painting or coating. 

The foils are supplied in pigmented colors, b ts (clear coatings 
between which is sandwiched vacuum metallized aluminum to giv the appearance 
of bright silver, gold or chrome), and patterns (such as simulated woodgrain 
which can be used on TV cabinets, clocks, radios, etc.) Foils simplify the 
user's coating operations by eliminating the need to apply the coatings 
singly and to wait for drying time. This coating method has the additional 
advantage of transferring the pollution problems from the user's factory to 
Bee's facility where it can be dealt with on a single source basis. 

Bee had been buying substantial quantities of tape from the Japanese 
but now purchasing is limited to some "'brights'' since in-house capability has 
been attcined. For the most part, the tape made at Lansing meets a high 
specification level which appeals to big volume users such as automotive and 
appliance manufacturers. Bee has invested heavily in the development of 
high-quality tape production over the last two years and should now begin to 
reap the reward of these efforts. The savings due to in-house production vs. 
purchases from Japan is approximately 40% of cost. The tape produced at 
Union City enjoys a broader market and a longer list of customers but for the 


most part does not meet the same high specifications as Lansing's tape. Both are 
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similar in appearance but are produced for a different market. 
Bee estimates its share of the tape market was about 10% in 1973 
and expects to strengthen its position to 154 by f scal 1976. This optimisn 


is predicated upon the following factors: 
- Improved productivity and product quality at Union City 
- Improved product quality at Lansing 
- Increased marketing overseas. 
Market growth has been very strong and is forecasted by a major suppiier of 
plastic film to increase more than 25% annually during the next few years. 
In conjunction with hot stamp sales, Bee manufactures and assembles 
a broad line of machinery for the stampinu application. These machines 
range in price from $1,500 to $20,000. Bee p'ans to invest ore funds in 
this area in order to become a stronger competitor. 
Althouc ere are several other companies that also produce this 
machinery, there are only a limited number of other producers of both 
film and machinery. Bee believes this ability to offer “the razor as well 
as the utiade'' provides a marketing edge over many of its rivals. Further- 
more, Bee should maintain this ed.e since the start-up cost o* entering the 
machinery business is nigh enough to discourage "tape only'' competitors. 
Business products - In 1973, the company diversified into the 
area of business products such as typewriter correction products, magnetic 
encoding ribbons for checks and credit cards, composing ribbons, and 
metallized film for office copiers. These products are presently being 
made for companies such as Burroughs and NCR. In the future, the 
company may decide to market these items under the Gee label but presently 
marketing and promotion costs have delayed such a move. 


_Future Market Trends 


From a macro-economic point of view there are some trends that will 


benefit all of Bee's products: 


- Environmental control at customer factories makes hot stamp tape 
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more avtractive than traditional coatings since the solvent 
disposition problem Is eliminated. In effect, hot stamp tap. 
producers such as Bee deal with the pollution problem at their plants 
and the customer receives a "'clean process" material for application 
to his products. 
~ Energy conservation will dictate greater usage of ligher weight 
materials such as plastics due to considerations of energy con- 
sumed in manufacturing the product components and in transporting 
the finished products. In effect, "frozen petroleum" in the form 
of recyclevle plastic will gain on other materials that use more 
petroleum on a non-recoverable basis. 
- Automotive safety and lower cost of repair requires more plastic 
in such areas as bumper fillers and flexible front ends. There is 
reason to believe chat more exterior parts will go plastic for 
corrosion resistance so cars will be kept longer by original owners 
and thereby reduce the need for sew raw materials. Interior usace 
could increase as more pessive restraint systems are introduced 
for safety reasons. 
- Maturity of p’astics as a material that is no longer a "cheap 
substitute’. This maturation of plastics as a quality material in 
it's own right tias been aided by the producers of super-quality 
coatinas and hot stamp tape who, in turn, benefit from the expanded 
volume of higher-priced applications. 
The net effect of all these "big picture" trends will be more synthetic 
materials for Bee to coat with paint or hot stamp products. 


Plant Locations 


Geogra,iically, Bee has exparded its manufacturing coverage nation- 
ally and Internationally to match its marketing patterns. Operations are 


now performed at five locations in the United States: Lansing, Illinois; 


. + 
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Troy, Michigan; Gardena, California; Union City, New Jersey; and Fair- 


field, New Jersey. Overseas ‘ccations include London, England and Osaka, 
Japan. 
Lansing, |llinois - The corporate headquarters as well as the 


Central Division management are located at Lansing which +s 20 miles south- 
east of Chicago. The plant consists of 120,000 square feet in three single- 
story buildings. Office, laboratory, manufacturing and warehousing facilities 
are all relatively new (1961 or later) with substantial additional space 
being completed in the past two years. The lease rental is $105,009 paid 

to an associated company. 

This plant manufactures coatings, UCD, and hot stamp tape. Ex- 
tensive testing equipment is on hand for quality control, sales engineering, 
and research. 

Warehousing is primarily confined to raw materials inventory with 
the finished goods inventory consisting mainly of products ordered for 
release over a 90-day perioc. This order release program is a customer ser- 
vice and the savings fron volume batching are shared with the customer. 
Containers and drums are always. stored in highway trailers to avoid occupy- 
ing plant space and double handling. 

The older warchouse building is in the process of being converted 
into a manufacturing facility for UCD which will increase capacity by 200/ 
to 300% of current volume. With this separation of UCD and coatings pro- 
duction into two different buildings, about 25% more coatings capacity 
will be available. This move will also eliminate the current exposure of 
clear coatings to air-borne pigment contamination as a result of being 


made in the same space as the UCD, 


Hot stamp tape manufacturing ts centered in the newest building 


341 
Exhibit III Attached to Complaint. 


and present capacity can be expanded by 150% with the addition of around 
$200,000 worth of equipment. A considerable amount of expansion can occur 
at Lansing withou adding new floor space. Moreover, there is additional 
land available if and when more space must be built. 

Troy, Michigan - This 8,000 square foot facility was established 
to duiea tee automotive industry with a specialized sales staff and labor- 
atories. This facility is an extension of the Lansing operation. Lease 
rertals are $14,000 per year. 

Gardena, California - Offices, manufacturing and warehousing are 
located in a 25,000 square foot plant. This facility constitutes the 
Western Division which manufactures its own coatings and UCD but acts as a 
distributor of hot stamp tape. The annual lease rental is $30,000. 

Eastern Division - During April, 1973, tue Company purchased from 
‘iowmet Corporation certain operating assets located at Union City and 
Fairfield, New Jersey. The purchase price was $1,600,000 consisting of 
$627,000 for machinery and equipment and $973,000 for inventory. The ac- 
quisition was acccunted for as a purchase so the results of operations are 
included in the consolidated financial statements from the date cf acquisi- 
tion. The Union City location is now the Coated Film Division of Bee and 
the Fairfield is the Business Products Division. 

Union City, New Jersey - This acquisition provides Bee with a 
broader line of established coated film products and markets. These pro- 
ducts compliment the generally higher specification tapes which are 
produced at Lansing. In addition, Union City augnents Bee's sales force on 
the East Coast. And finally, the acquisition gives 8Bce a iine of applica- 
tion equipment to be used with the hot stamp tape. Offices, laboratories, 
manufacturing, and warehousing are housed In an old multi-story building in 
the center of Union City. This facility has 60,000 square feet at an 


annual rent of $60,000 until April 1976. 
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The middle section of the first floor (around 20,000 square feet 
not included in the above 60,000) of the Union City complex is leased to 
the Siebert Trucking Company which makes a poor building layout even worse. 
Moreover, the city is contemplating acquisition of this property for use 
as a parking garage since this is an extremely high density neighborhood 
and parking is sorely needed for the nearby shopping area. The city might 
use condemnation harassment over pollution to force this issue. On the 
other hand, the city would lose a large number of jobs for unskilled workers 
so this issue may not be seriously joined for a long time. Relocation of 
Union City operations to Fairfield is currently not entirely feasible be- 
cause of the natural gas shortage which has led to restrictions on new 
plants that have a high rate of gas usage such as Bee where gas is used in 
the drying process for the hot stamp tape manufacturing. 

Fairfield, New Jersey - This facility produces all of the office ~ 
products. The plant itself has 31,300 square feet located on 6 acres with 
an annual lease of $36,000. Bee holds an option for the purchase of this 
property at an extremely favorable purchase price of $450,000. There is 
a large amount of unused or under utilized space which would permit doubling 
or tripling of output without adding more square footage. 

The new manager at Fairfield has solved the problem of excessive 
returns of MICR tape and is making significant productivity gains through 
in-house machinery design and re-design. There is also better inventory 
control and marketing support. The whole workforce seems to be "turned on'' 
to really produce. The second shift now in use could be expanded and 
capacity would double with a minimal addition of equipment. A new sales 


manager and technica! man are being added to expand the sales of business 


products. 
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There are opportunities for substantial economies at Union City 
and increased productivity at Fairfield. Ben Dolce, the General Manager 
and his staff seem very capable and well motivated to realize these 
opportunities. 

Bee Chemical Company (U.K,) Ltd., (tondon, England) - This wholly- 
owned subsidiary, was established in 1964. Bee (U.K.) began with a smal} 


laboratory and marketing staff and arranged to have their coatings custom 


made by a tocal paint manufacturer. In October 1965, Bee (U.K.) established 
its own manufacturing operations in a leased plant. In 1972, the coatings 
business of B.C.L. (which was jointly owned by Cargill! of the U.S. and 


Blagdens of England) was purchased. Bee and B,C.L, coatings sperations 

were joined in the former B.C.L. plant (which was included in the acquisition) 
at Lower Sydenham in London. Combining the operations permitted establishing 
@ greater depth and specialization in the Bee (U.K.) management. This is 
serving to accelerate the growth and expansion at Bee (U.K.) and, in turn, 

is enabling the operation to more effectively supply markets in both the 
United Kingdon and the continental countries. 

Sales consist primarily of locally manufactured coatings and import- 
ed stamping foil but UCD will be manufactured next year when operations are 
moved from the London area to Manchester. The Manchester plant is available 
now and Bee plans to complete the move by December 1974. 

Nippon Bee Chemical Co., Ltd., (Osaka, Japan) - In early 1971, Bee 
vhemical Company established a 50-50 joint subsidiary with Nippon Paint 
Company, Ltd., the second largest paint manufacturer in Japan, under the 
name of Nippon Bee Chemical Co., Ltd. which has the exclusive rights to 
manufacture and market coatings for use on plastics in Japan and throughout 
much of the Far East. All plastic coatings technology from Bee Chemical 
Company and Nippon Paint Company Is supplied to Nippon Bee, and any and all 


technical or marketing Information available to Nippon Bee is avallable 
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exclusively to Bee and its other operations throughout the world. This joint 
venture company is in its fourth year of operaticas. Bee Chemical Company 
receives a royalty on a!! Nippon Bee sales. 


Personne} 


Management has been strengthened in recent years by the addition 
of several key executives and middle management people. Profiles of these 
people are shown ir ExhibitA . One of the key attributes of the top 
management group at Bee is their appreciation of sales problems. Each in- 
dividual in this group appears to have an understanding of why it is so 
important to deal effectively with these problems on a day to day basis. 
Another strength is ths: the man leading each functional area appears to 
be more than capabl. of f: ifilling his responsibilities at the current 
sales volume and even at -wice the present vo!ume. 

The pattern for middle management has been to hir experienced 
people since rapi: growth has precluded having enough eligible people on 
hand who are ready to: promotion. However, several college graduates have 
been hired in the ‘ast few years and, so far, all of them have remained 
with the Company. 

The total number of employees has increased fron 176 in 1970 


to 517 as of January, 1974. Employees by division are as fol lows. 


Divisica 1974 1970 
Central 227 122 
Western 36 24 
United Kingdom 53 30 
Eastern 201 _-- 

517 176 


Even with this increase in employment, the percent of direct labor to 


sales has remained fairly stable at the 8% level. 
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The Eastern Division employees are represented by the Textile 
Workers Union of America, AFL-. 7, CLO, Local 2052. The present contract 
was effective on February |, 1974 and expires January 31, 1976. The 
contract called for across the board rate increase of 34¢ an hour on 
February 1, 1974 and 33¢ an hour on February 1, 1975. This represented 
a7 te 12% increase. In addition the company shall contribute to the 
Participating Employer of the Textile Workers Pension Fund, National Plan 
Sub-Fund 14¢ per hour conpensated and 18¢ after Fepruary 1, 1975. 

All other locations are non-union. No representation ele -cions 
have been held at any of the «ther jocations but the United Chemical 
Workers have been trying to organize Lansing. Employee relations are 
considered good as a result of generally paying more than the local wage 
scales for comparable work. Since there is no Personnel Manager, each 
Division General Manager handles labor relations 


Financial Position 


income statements, balance sheets and ci. nges in financial position 
for the fiscal years ended January 31, 1970 through 1974 are shown ir 
Exhibits B, C, D, —E . An analysis of thes: figures reveals several signi- 
ficant trends: 

- Tctai company sales have more than tripled from $6.2 millicn in 

fiscal 1970 to $19.5 million in fiscal 1974. Cost of goods sold 

as a percent of sales has gone from 60.5% to 68.3% and operating 

expenses as a percent of sales has declined from 33.4% to 24.3%. 

As a percent of sales, income has expanded from 6.0% to 7.3%. After 

non-operating expenses and income taxes, net profit increased 

by 270% from $178,000 in 1970 to $660,000 last year. But as a 

percent of sales after tax profit went from 2.9% to 3.4%. After 

adjusting for the gain on the sale of the property in England the 


profit margins have remained constant. But detailed analysis shows 


sy 
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that profit margins for coatings have increased because of the in- 
creased volume. Also there is higher profit margins in the new 
product area of UCD and Eastern Division's hot stamp tape and 
business products. To offset these gains, the Central Division 
incurred more than $309,000 worth of costs in connection with 
"debugging’’ the hot stamp taoe operation. These costs should be 
cut in half this year and may be negligible by fiscal 1976. Pro- 
fits last year were also held back by perhaps $175,000 due to 

lags in price increases behind cost increases. This is now being 
corrected on a relatively aggressive basis. 

- sales by civision and by product line are shown in Exhibit F 

for the last five years. The fastest growth has been in hot stamp 
film and universal color dispersion. These two areas are expected 
to continue providing the most exciting expansion during the next 
few years although business products could become a big growth 
contender. New productive facilities are being expanded at a 
faster rate in these two product lines than in other lines. Market- 
Ing plans call for increased personne! and more distribution outlets 
to exploit the opportunities in these fields. 

- Manufacturing labor and overhead as a percent of sales at the 
Central Divi_ion was reduced from 17.8% to 14.0% during the past 
five years as a result of the hot stamp and UCD product lines 
being less labor intensive and carrying a larger gross profit 
margin. 

- The net profit after tax return on net worth has fluctuated 

from a low of 4.1% in 1971 to a high of 26.8% in 1974. 

- The sales per dollar of total. assets has declined from $3,00 in 
- 1970 to $1.90 in 1974 due to foil being more capital intensive 


than palnt. (See Exhibit G for additional financial data and ratios.) 
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- Net profit after tax as a percentage of total assets has 
Increased from 0.9% in 1970 to 6.3% in 1974. 
- Total accounts receivables in relation to daily sales have 
increased from 54 days in 1970 to a level of around 66 days in 
1972, 1973, and 1974. 
~ Inventory turnover has declined steadily from 14.4 times per 
year in 1970 to 5.3 times in 1974. This results from the larger 
finished goods inventories needed to serve the large customers of 
UCD ard hot stamp tape. Another major factor is the increase 
of “aw mate-ial inventory in order to avoid shortages and interrup- 
tion of production. Finally the parts inventory for the hot 
stamp machinery had to be increased to meet production demands. 
Even with the large increase in inventory, obsolescence is minimal. 
UCD can always be used in-house to formulate Bee's own coatings. 
The coatings finished goods ~onsist entirely of goods ordered for 
later release by the custom... Finally the hot stamp tape can 
be used by numerous customers in a multitude of applications. 
- The current ratio has shown a steady decline from 3.0 in 1976 
to 1.0 in 1974. This was primarily a result of the short-term 
secured debt of $4.0 million arranged in 1974 to provide working 
capital to support increased sales which resulted in larger ie: 
ceivables and inventories. Accounts payable were also used to 
generate working capital by increasing payables from $0.1 million 
in 1970 to $2.2 million in 1974. 
- The acid test ratio of cash and receivables to current liabilities 
has declined from 2.0 in 1970 to 0.5 in 1974 due again to the large 


short term debt. Cash only increased from $5,000 to $67,000 during 


this period. 
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~ Fixed assets have increased from $1.2 million iz 1970 to $3.1 
million in 1974 due to the acquisition of the Eastern Division 
from Howmet and the expansion at the Central Division. in fis- 
cal 1974 the property in England purchased at a cost of $335,000, 
was sold at a gain of $123,000. In fiscal 1976, the operations 
in England will be at Manchester. This will entail some start 
up and moving cost but the magnitude is not know at this time. 

- Net worth has grown from $1.3 million in 1970 to $2.5 million 


in 1974. 
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Summary 


The future outlook for this company is exceptionally bright 
according to every measure: 

- A management group capable of hand’ing successfully a sales 

volume at least twice the current $75 million level, 

- A marketing posture that permits above-average pricing flex- 

ibility because most of the products in the Bee line enjoy one 

or both of these characteristics: a high degree of prublem~ 

solving application service and fast growing number of new 

applications, 

~ A new product development position that is well past the proto- 

type stage in several areas as a result of good people and a 

relatively large R & D budget, 

- A fixed asset capacity that can produce 50% to 200% more physical 

volume ih the various product categories, 

- An improving profit margin as the recent explosive growth of 

volume is being digested and start-up costs on new products is 

being reduced, 

- And opportunities for new applications for products and new 

products that are limited only by the availability of time and money. 
A highly favorable prospect for Bee is also supported by the 72% average 
annual growth in sales during the last two years (including an acquisition) 
along with a 125% average yearly growth in earnings during the same period 
of fiscal January 1972 through January 1974. 

Management's forecast of income (see exhibit H ) shows an increase 
In sales of 30% and a 67% increase in after-tax earnings, for fiscal 1975. 


We have analyzed this projection for 1975 and fee! that this is an 
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attainable goal Their increases are substantial when viewed in the light 


ef our projected declines for part of this period for the automotive and 
appliance industries which are important consumers of many Bee products. 
Also, we have not assumed any external growth through acquisition whereas 


this growth route played an extremely large role during the past year. 


Every company has sor > -roblems and Bee is no exception. Light 
cash and working capital positi as well as the need for additional 
financing are the principal short term problems. Longer range, the company 


will be faced with the problem of expanding its marketing systems here 

and abroad and the necessity of moving its Union City plant to a new loca- 
tion. Alternative so'utions to all thes problems are available to 

Bee and steps are being taken to solve each of them. 

In conclusion, 3ee should be able to generate sales growth, exclusive 
of acquisitions, for several years at a rate substantially adove ihe national 
economy in both up and down phases of the economic cycle. New products 
and markets are oviding greater cyclical stability for the company's 
sales. At the same time, profit margins should widen due to the leveraging 
effect of several new pzoducts which will expand sales beyond break-even 
points for these products. The company has been profitable every year for 
the last two decades and is now positioned to enjoy increased profitability 


for years to come. 
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BEE CHEMICAL COMPANY 
MANAGEMENT PERSONNEL 


M. A, Self has served as President of Bee Chemical Company from 1947 to 

the present. 

Mr. Self received a B.S. degree in Chemical Engineering from the Univer- 
sity of Kansas in 1943. 

Prior to joining Bee, he worked four yee s for Sharples Chemicals, Inc. 

(now Pennwalt) in research and market development. 

He is 52 years old. 


Arthur S. Hecker has served as Vice Chairman of the Board of Bee Chemica! 
Company since April 1973. 

Mr. Hecker attended University School in Cleveland, Ohio and Babson Insti- 
tute of Business Administration in Wellesley, Massachusetts. 

His employment history includes 22 years with A.W. Hecker Company, a manu- 
facturer of aircraft sub-assemblies He served as President from 1958 
until 1971. 

Mr. Hecker aiso spent one year with Merrill, Lynch, Pierce, Fenner & Smith; 
and is a Director of Pioreer Mutual Funds in Boston, Massachusetts. 

He is 46 years old. 


Roger F, Hruby, Executive Vice President, has been with Bee Chemical Com- 
pany ten years and has operating responsibility for the U.S. operations. 
Mr. Hruby received a B.S, decree in Chemistry from North Central College 
in 1958, and an M.B.A. from the University of Chicago in 1972. 

Prior to rejoining Bee, he worked with Michigan Chrome and Chemical for one 
year as Sales Manager. His employment history <lso includes four years 

as President and chief executive officer for Plastron Corporation, as well 
as Chairman and chief executive officer of Litho Glass, Inc. 

He is 39 years old. 


James C. Edwards, Corporate Vice President of Finance, has been with Bee 
Chemical Company for eight years. 

Mr. Edwards received a B.B.A, degree from the University of Cincinnati in 
1955, majoring in Finance. 

Mr. Edwards has served Bee as Corporate Controller; Vice President, Opera- 
tions of the Central Division; and recently as Vice President and General 
Manager of the Western Division. 

Prior to joining Bee, he had 11 years' experience with Arthur Andersen & Co., 
serving as Manager of Small Business Division in their Cincinnati office. 

He is 43 years old. 


Sebastian J. Dolce, General Manager of the Coated Film Division in New Jer- 
sey, joined Bee Chemical Company in April 1973. 

Mr. Dolce graduated with a B.S, degree in Mechanical Engineering from Pratt 
Institute of Technology. 

Prior to joining Bee, Mr. Dolce had served as Director of Operations of the 
Roll Leaf Division of Hownet Corporation. He has also served as Executive 
Vice President and General Manager of Lewis Engineering Company and President 
of Mecca Machinery Company. 

He is 51 years old. 
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George D, Lutz has been with Bee Chemical Company for two years anc is 
General Manager of Western Division in Gardena, Califernia. Mr. Lutz's 
educational background includes a Bachelor of Chemical Engineering degree 
from Villanova University (received in 1963,) two semesters of law courses 
at Temple Universtiy, and one semester M.B.A, courses at Temple University. 
Prior to joining Bee he had three years' experience with Atlantic Refining 
as a Development Engineer. He aiso had four years with General Electric 

as Manager, Market Development. 

He is 33 years old. 


Richard E. Jarzombek, Director of Coatings Research and Development, has 
been with Bee Chemical Company for "" vears. 

Mr. Jarzombek received a B.S. in %, zal Engineering from Purdue Univer- 
sity in 1951. 

He is 44 years old. 


John V. Synol joined Bee Chemical Conpeny in 1974 and is a Director of 
Operations at Lansing, Illinois. 

Mr. Synol's educational background includes a B.+. degree in Chemical En- 
gineering from Neward College of Engineering. 

Prior to joining Bee, Mr. Synol was with Inmot Corporation,for 14 years, 
serving in various capacities including Design and Process Engineering, 
Plant "ngineer, Plant Superintendent, Plants Manager for North Carolina 
and New Jersey facilities, and National Accounts Manager. 

He is 32 years old. 


Kermit W. Windelblech has been with Bee Chemica! Company for two years. 

His current position is Sales Manager. 

Mr. Windelblech received a 8.S. in Chemical Engineering from Penn State 
University in 1958. 

Prior to coming to Bee, he worked with E.!. DuPont for a period of 12 years. 
Experience was gaineu in research, sales, new produc * development, and 
marketing. 

He is 37 years old. 


Charles F. Roney has been with Bee Chemical Company for 26 years, and his 
current position is Manager, Research & Vevelopment - Foil Division. 

Mr. Roney has a B.S. in Chemical Engineering, which he received from Miss- 
ourt University in 1945, and an M.S. in Orgenic Chemistry from Missouri 
University, which he received in 1948, 

Prior to joining Bee, he worked at Sha‘ples Chemicals for two years as 

a chemist. 

He is 56 years old. 


Davis G. Fritzinger has been with Bee Chemical Company for 5-1/2 years, and 
his current position is Manager of the Automotive Division. 

Mr. Fritzinger received a 8.5. degree from Indiana State in 1960, He has 
30 hours of graduate work in Chemistry. 

Prior to joining Bee, he worked at Sherwin Williams for 4-1/2 years es 
Group Supervisor for Automotive Development. His employment history also 
includes four years of teaching math and chemistry at the high school and 
junior college level. 

He Is 35 years old. 
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Or. Robert Rozett, Manager of Engineering and Planning at Lansing, Illinois, 
joined Bee Chemical Company in 1974, 

Prior to joining Bee, Or. Rozett served for seven years as Technical Direc- 
tor of Celanese Coatings Company. He has also served as Technical Super- 
visor for Allied Chemical Company and Merck and Company. 

Dr. Rozett received his B.S. and M.S. degrees in Chemical Engineering from 
Columbia University, and received his PhO. in Chemistry from North 

Carolina State University, where he also served as a Professor of Chemical 
Engineering 

He is 45 years old. 


Ralph F. Riedel joined Bee Chemical Company in 1974 as Special Products 
Manager, Foil Division. Mr. Riedel came to Bee from Dri-Point Foils, Inc., 
‘ere he had served as Vice President and General Saies Manager. He also 
s served as Marketing Manager for MSL Plastics Division of MSL Indus- 

‘ies and handled technical sales for Rohm & Haas Co. 

ir. Riedel receive,’ >%is B.A, in Chemistry from American International 
Col lese. 
He is 43 years old. . 


aK, Davies, Managing Director, Bee Chemical Company (U.K.) Ltd. 

Mr. Davies joined Bee (U.n.) im 1972 as Sales Manager after serving as 
Sales Manager of 8,C.L. Coatings, Ltd. Mr. Davies has also served as 
Manager of the London Braich of Coolag, Ltd., a subsidiary of Shell Oi] 
Company. He is 34 years old. 


David W, Mendez, Director of Operations, Bee Chemical Company (U.K.) Ltd. 
Prior to joining Bee (U.K.) in 1972, Mr. Mendez was Chief Chemist for 

B.C,L. Coatings, Ltd. His employment history includes serving as Production 
Manager for B.J.N. Paint Company (Ltd.) and as a chemist for the Ministry 

of Defense. 


He is 38 years old. 
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Wiser SHaw FREEMAN VAN GRaAFEILA O HARTER & Secrest 


7CO atown Towta Rocwestca, it~ Youn 4804 


January 20, 1975 


Bee Chemicil Company 
2700 East 170th Street .. 
Lansing, Illinois 60438 


Attention: Mr. M.A. Self, President 
Gentlemen: 


We enclose herevith on behalf of our client, Stecher- 
Traung-Schmidt Corpo:-ation, a copy of the Officer, Director 
and Principal Shareholder Questionnaire which we request 
you complete so that the. Corporation might prepare and file 
certain proxy materials and annual reports with the Securities 
and Exchange Commission for use in comnection with its 
Annual Meeting of Shareholders. 


While the Ce~poration's records do not indicate that 
you now own of record 5% or more of the Corporation's Common 
shares and no Schedule 13D as required under Section 13(d) 
of the Securities Exchange Act of 1934 (t!: “"Act") has been 
filed by you, the Corporation has been advised tht you may, 
in fact, control the voting power of approximately 5%+ of 
the Corporation's shares.through indirect or beneficial 
ownership of additional shares of Common Stock or voting 
agreements. Accordingly,. while we realize that the completion 
of the enclosure may be an inconvenience, we zre soliciting 
your response to this questionnaire in furtherance of tha 
Corporation's statutory obligations under the federal securities 
laws. ~~ 


If you do not own of "record" or "beneficially" 5%+ of 
the Corporation's presently outstanding Common shares 
(currently 804,040) as those terms are used under the Act 
and are not otherwise, either alone or in concert with 
others, able to "control" the Corporation, as that term is 
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WiseR Swaw FREEMAN VAN GaaarFEILAND HARTER & SEcREST 
700 Motown Tower RocHesice, Now Youn 14654 
-2-< 


used under the Act and further are not otherwise required by 
Section 13(d) of that Act to file a Schedule 13D, we request 
that you advise us in writing accordingly. In this event, 
pleassa disregard the enclosure, 


Thank you for your courtesy and cooperation in this 
regard. If we can be of any assistance or if you have 
any questions concerning. the enclosure, please do not 
hesitate to call the undersigned. 

Very truly yours, 


° ae 


Wiser Shaw Freeman Van Graafeiland 
Harter & Secrest 


~ pipe Stuart B. Meisenzahl 


te 


—— 
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W:stR Sriaw FREEMAN Van GRAAFENANO Haatce & Secrest 
7299 Motown Towse HOCH ESTER, New Yous 1*604 


January 20, 1975 


Mr. M.A. Self, President 
Bee Chemical Company 
2700 East 170th Street 
Lansing, Illinois 60438 


Dear Mr. Self: 


We enclose herewith on behalf of our client, Stecher- 
Traung-Schmidt Corperation, a copy of the Officer, Director 
and Principal Shareholder Questionnaire which we request 
you complete so that the Corporation might prepare and fi e 
certain proxy mat2rials and annual reports with the Securities 
and Exchange Commission for use in connection with its 
Annual Meeting of Shareholders. 


While the Corporation's records do not indicate that 
you now own of record 5% or more of the Corporation's Common 
shares and no Schedule 13D as required under Section 13(d) 
of the Securities Exchange Act of 1934 (the "Act") has been 
filed by you, the Corporation has been advised that you may, 
in fact, control the voting power of approximately 5%+ of 
the Corporation's shares through indirect or beneficial 
ownership of additional shares of Common Stock or voting 
agreements. Accordingly, while we realize that the completion 
of the enclosure may be an inconvenience, ws are soliciting 
your response to this questionnaire in furtherance of the 
Corporation's statutory obligations under the federal securities 
laws. 


If you do not own of. "record" or “beneficially” 5%+ of 
the Corporation's presently outstanding Cormon shares 
(currently 804,040) as those terms are used under the Act 
and are not otherwise, either alone or in concert with 
others, able to “control” the Corporation, as that term is 


a toa So 
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Wiser SHaw Freeman Van GRAAFENMANO Haater & Secrest 


700 Miotown Towsea iodkcsea, Now Yous 14604 


used under the Act and further are not otherwise required by 
faction 13(d) of that Act to file a Schedule 13D, we request 
that you advise us in writing accordingly. In this event, 
please disregard the enclosure. 


Thank you for your courtesy and cooperation in this 
regard. If we can be of any assistance or if you have 
any questions concerning the enclosure, please do not 
hesitate to call the undersigned. 


Very truly yours, 


Wiser Shaw Freeman Van Graafeiland 
‘ Harter & Secrest 


By: 
Stuart B. Meisemzahl 


SBM/se 
Enc. 


Cc) 


aS 


a 
f 367 ( 
Exhibit IV Attached t Amended Complaint. 
WistaA Sriaw FREEMAN Var GraareiLAno Haarer & Sec resrT 
709 Miotown Towece RocHesrce New Youu 4404 


January 20, 1975 


Roulston & Company, Inc. 
Investment Plaza 
Cleveland, Ohio 44114 


Gentlemen: 


We enclose herewith cn behaif of our client, Stecher- 
Traung-Schmidt Corporation, a copy of the Officer, Director 
and Principal Shareholder Questionnaire which we request 
you complet °. that the Corporation might prepare and file 
certain prox, .aterlals and annual reports with the Securities 
and Exchange Commission for rse in connection with its 
Annual Meeting of Shareholders. 


The Corporation's records indicate that durin t 
year Roulston owned in excess of 5% of the -orporat on — 
Common Stock. While the_Corporation's records do not currently 
indicate thet you own more than 5% of the Corporation's 
Common Stock, and while no Schedule 13D, as might be required 
under Section 13(d) of the Securities Exchange Act of 1934, 
has been filed by Roulston with the Corporrtion, the Corporation 
has been advised that Roulston alone or as au agent of or in 
combination with others may, in fact, control the voting 
power of approximately 5%+ of the Corporation's shares 
through indirect or beneficial ownership of additional 
shares of Common Stock and/or voting agreerents. You may 
be aware that the Securities and Exchange Commission has taken 
the position that for the purposes of attributing beneficial 
ownership under Section 13(d) a single investment advisor to 
diverse investment groups which purchase or sell shares of a 
Company registered under Section 12(g) in accordance with 
its investment advice may be deemed to be a group within the 
definition of Section 13(d)(3) of the Act. Accordingly, 
while we realize t:.at the completion of the enclosure may be 
an inconvenience we are soliciting vour response to the 
enclosed questionnaire in furtherance of the Corporation's 
statutory obligations under the federal securities laws. 


368 5, 
Exhibit IV Attached to Amended Complaint. 


WISER Saw FReeMaAN VAN GRA4FEILANC HanTTe & Secrest 


709 Mistows Towee Rosy turer, New Yoax ''3C. 
- ~ 


If you do not own of "record" or "beneficially" 5%+ of 
the Corporation's presently outstanding Common shares 
(currently 804,040) as those terms are used under the Act 
and are not otherwise, either alone or in concert ~‘ith 
others, able to "control" the Corporation, as that term is 
used under the Act and further are not otherwise required by 
Section 13(d) of that Act to file a Schedule 13D, we request 
that you advise us in writing accordingly. In this event, 
please disregard the enclosure, 


Thank you for yx courtesy sand cooperation in this 
regard. If we can be of any assistance or if you have 
any questions concerning the enclosure, please do not 
hesitate to call the undersigned. 

ae: Very truly yours, 


SS Wiser Shaw Freeman Van Graafeiland 
=e Harter & Secrest 


By :. - 


Stuart B. Meisenzahl 
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STECHER-TRAUNG-SCHMIDT CORPORATION 
vs. 


M. A. SELF, BEE CHEMICAL COMPANY, ET AL 


CIVIL ACTION }# a 


EXHIBIT V TO COMPLAINT 


~ 
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ROULSTON & COMPANY, INC. 


MEMBER NEW YORK STOCK EXCHANGE, INC 
INVESTMENT PLAZA © CLEVELAND, OHIO 


TELEPHONE: 216-696-3070 © TELEX: 98-0102 


CABLE AOORESS: ROULSTONCO 


LONDON . FRANKFURT . ZURICH 


February 5, 1975 


Mr. Stuart B. Meisenzahl 

Wiser, Shaw, Freeman, 

Van Graafeiland, Harter & Secrest 
700 Midtown Tower 

Rochester, New York 14604 


Dear Mr. Meisenzahl: 


In answer to your recent letter, this is to inform you that Roulston & 
Company, Inc. neither in their own name or any nominee either of record or 
beneficially owned 5% or more of the common stock of S':cher-Traung-Schmidt 
Corporatic:. 


Sincerely, 


ae Toles oe Jp Gi— 
Come. Z Afuck aon 


Thomas H. Roulston 
President 


THR:cg 
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STECHER-TRAUNG-SCHMIDT CORPORATION 
vs. 


M. A. SELF, BEE CHEMICAL COMPANY, ET AL 


CIVIL ACTION # 


EXHIBIT VI TO COMPLAINT 
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WwseR SHaw Freeman Van GRaaAFEILANO Haarer & SecREST 


7O0C Motown Tower Porcnester, New Yor 14604 


February 19, 1975 


Jack D. Beem, Esq. 
Baker & McXenzie ae 


Suite 700 . ae 


Prudential Plaza are 
Chicago, Illinois 60691 —. 


Re: Bee Chemical Corporation, M.A. Self 
Stecher-Traung-Schnidt Corporation 


Dear tir. Beem: ae 


i 


This letter will confirm our telephone conversation 
of February 7, 1975 at which time you advised me on behalf 
of your clients, Bee Chemical Corporation and H.A. Self, 
that they were not required to and would not respond to the 
questionnaire concerning beneficial ownership of shares of 
Stecher-Traung-Schmidt Corporation (the “Corporation") 
previously forwarded to then. 


As indicated to you-at that time, end in our original 
covering letters to your clients, our inquiry was based 
not upon thy requirements.of Regulation 14A respecting 
disclosure uf 10% shareholders, but upon the disclosure 
requirement concerning possible changes in control. As we 
indicated to you, it is our position that facts constituting 
a change in control are defined in part, and are within the 
purview and intent of, the requirements of Section 13(d) of 
the 1934 Act. Accordingly, we have checked the Corporation's 
shareholder records for individual accounts holding approxi- 
nately 5% of the Corporation's shares. 


The Bee Chemical account and Mr. Self, President of 
Bee, were designated for a questionnaire because of the 
large holdings of Bee (4.85%) and certain statements made 
by Self to one or more of.the Corporation's officers and 
directors indicating-a desire to merge Bee with the Corpora- 
ion to provide cash for. Bee's operations. Statements have 
also been attributed to Mr. Self to the effect that he 


a i Ca Go 
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Vasern SHAW FREEMAN VAN GRAAFEILANO HarTee & SECREST 


<> 
700 Miotown Tower — RocHtstea, New Yorn 14604 


intended to elect himself as a director of the Corporation 
and initiate sweeping changes in its operation, including 
liquidation. We also have mailed copies of the same question- 
naire to Roulston & Company, Inc. ("Roulston"), through whon 
and in whose name Bee originally purchased and held the 
shares, in order to ascertain whether Roulston and its 
clients, including Bee or Self, were involved with any 
“proup" under Section 13(d) (3), particularly as that term has 
been further defined under the SEC's reply to Stewart Fund 
Managers Limited (CCH Fed. Sec. L. R. 380,047). W. have 
been advised that Roulston has acted as a merger agent for 
Bee in the past and, on a-current basis, prepared certain 
work sheets demonstrating the desirability of a combination. 
of Bee and the Corporation... During the period in which 

such suggestions of merger were being made and while Mr. 

Self was making the statements summarized above, Roulston 
acquired over 7% of the outstanding shares, 4.85% of which 
were thereafter distributed to Bee. 

While we do not necessarily disagree that your clients 
are not required to respond to the proxy questionnaire 
initiated by the Corporation, i is our position that 
fulfillment of the proxy. discl e requirements requires 
the Corporation's continued attention to this matter. We 
note only that the contention that your clients are not 
legally required to so respond must be based in part upon 
the legal conclusion that..they are not now "control persons" 
as that term is used in the federal securities laws and, 
more particularly, as presented 2s a threshold consideration 
by Sect‘on 13(d) of the 1934 Act. We do not intend at this 
time to substitute our judgment for that of your clients as 


- to whether a Form 13D should have been filed at some 


time in the past. However, the Corporation will continue to 
monitor the applicability..of this requirement and, if it 
determines it proper or necessary to seek judicial relief. 

We take this opportunity..to request again any information 
your clients might have which is germane to either the 
disclosure requirements of Regulation 14A or Section 13(d) of 
the 1934 Act. nes AS 


It is our intent to-copy both the Staff cf the Commission 
and Roulston with this letter. and our original covering 
letters to your clients. We will, of course, advise you of 
any additional developments or facts which we might ascertain. 


Very truly yours, fis 


~ve- 


1° 


Wiser Shaw Freeman Van Graafeiland ‘ 
. Harter & Secrest 7 


SBM/se By-:- . 
betgeaon Stuart B. Meisenzshl 
ec: Roulston & Company,..Inc.. 3F 
Securities and Exchange Commission -~ 
Stecher-Traung-Schmidt Corporation 


Exhibit VII Attached to Amended Complaint. 


STECHER-TRAUNG-SCHMIDT CORPORATION 
vs. 


M. A. SELF, BEE CHEMICAL COMPANY, ET AL 


CIVIL ACTION # 


EXHIBIT VII TO COMPLAINT 
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Wiscr SHAw FREEMAN VAN GRAAFEILANO HarRTEs & SECREST 


70C Miotown Tower Rocnestc?, Nrw Yors 14604 


February 19, 1975 


Securities and Exchange Commission 
500 North Capitol Street,—-2]. W-. 
Washington, D. C. 20549 .--. ‘ 


Re: Stecher-Traung-Schmidt Corporation 
Preliminary Proxy Msatertals ; 
Gentlemen: -- 

We enclose herewith on behalf of.our client, the above- 
captioned Corperation, five “Preliminary Copies" of the forn 
of Proxy and Proxy Statement, together with Notice of Annual 
Meeting and accompanying President's letter. We also enclose 
our firm check in the ayount of $125 for the required filing 
fees. aaa 


The enclosed materials are substantially the same 
as those utilized at the last Annual Meeting of Shareholders 
except that: ; 


1. The Notice of Annual Meeting sets forth a statement 
of certain amendments to. the By-Laws pursuant to the require- 
ments of ew York law. — .- : 2 

2. The proxy material covers an amendment to the By-Laws 
which wust be a’ vroved by the shareholders - the classification 
of the board of Directors. 


3. There is an additional disclosure concerning a new 
employment agreement with the Company's President. 


Other minor changes include the addition of one 
new director and changes in the factual data relating to 
director sharcholdings. . The matter covering approval of the 
selection of auditors has been updated to meet the requirements 
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of Item 8 of Reculation 144. For your conv2ntence, two 
red-marked copies of this year's proxy material have been 
enclosed to point out significant changes. 


Pursuant to the requirements of Resulation 14 con- 
cerning disclosure of possible changes in control of the 
Company, the Conpany has solicited information from Roulston 
and Company, Bee Chemical Corporation and an individual 
M. A. Self, President of Ree Chemical Corporation. As 
indicated by the enclosed correspondence, the Company has 
been unable to determine,. despite its efforts, whether or 
not one or more of these individuals or entities, or all o£ 
them in combination, own-of record or beneficially in excess 
of 5% of the shares. The-Company intends to continue its 
investigation of this matter to the extent possible and, if 
warranted, to commence action pursuant. to the provisions of 
Section 13d of the Securities Zxchange Act of 1934. At this 
time, however, the Cosnpany is not able to make any statement 
in its proxy materials concerning the interest of the above 
parties in the Campany. -- 

These traterials are scheduled to be mailed on or about 
March 6, 1975. Due to the tight printing and mailing 
schedule we request you clear these materials by collect 
phone call to the undersigned or Diane Walker at (716) 232-6500 


Please receipt the enclosed tissue copy of this letter. 
For your convenience we have enclosed a stamped self-addressed 
envelope. 

Should you have any_questions, or if we can be of 
assistance, please do not hesitate to contact us. 


Very truly yours, 


S we eae oe 


Wiser Shaw Freeman Van Graafeiland : 


ae Harter & Secrest 
‘ By: 
. Stuart B. Meisenzahl 
SBM/se — 


Enclosures 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF BEW YORK 


STBECHER-TRAUNG-SCHMIDT CORPOKATION, 
Plaintiff 
- ve - CIVIL 75-131 
M. A. SELF, SEB CHEMICAL COMPANY, 
ROULSTON & COMPANY, INC., THOMAS 
ROULSTON, ARTHUR S&S. HECKER and 
JOHN DOE, 


Defendants 


Barter, Secrest & Buery 

700 Midtown Tower 

Rochester, H.Y. 14604 

Attorneys for plaintiff 

(Kenneth A. Payment, of counsel) 


Hodgson, Russ, Andrews, Wood & Goodyear 
1800 One M & ? Plaza 
Buffalo, N.Y. 14203 


and 


Baker & McKenzie 

700 Prudential Plaza 

Chicago, Ill. 60601 

Attorneys for defendants M. A. Self, Bee Chemical 
Company and Arthur 8. Hecker 


Johnson, Reif & Mullan 
47 South Fitzhegh Street 
Rochester, N.Y. 14614 


Attorneys for defendants Thomas Roulston and 
Roulston & Company, Inc. 


The complaint herein was filed April 7, 1975. The 
plaintiff seeks a permanent injunction to restrain the 


Gefendants for a period of three years, among other thins, 


REC ci Vig voting the plaintiff's shares, from soliciting proxies 
soi d 3 1975 


"ODGSON, RUSS, ANUHEWS, 
woous 4 ‘yr eR 


SS 2S SSS 
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from any of Stecher'’s share holders and from purchasing, 
acquiring or otherwise aggregating any additional shares 
of Stecher. 

Plaintiff has moved for a preliminary injunction 
and has obtained a temporary restraining order pending the 
G@ecision on its motion for preliminary injunction. 

Defendants Self, Bee and Hecker have made a 
cross motion to dissolve the twmporary restraining order as 
to them, on their claim that only Bee owns shares of 
Stecher, which ownership does not exceed five percent. The 
motion to dissolve the temporary restraining order was denied 
at the argument on the motion. The order was continued in 
effect by order announced at the argument. 

Stecher operates a printing operation in Rochester, 
New York, ané San Francisco, California. Ownership of its 
common stock is held by about 1100 public share holders. In 
September 1973 Roulston & Company Inc. and Thomas Roulston 
began making contact with plaintiff's principal officers and 
directors. Thomas Roulston advised that Roulston and Coapany 
was not a brokerage house but rather an investment organization 
and was interested in purchasing 8techer shares for his clients. 
Me indicated that if he advised his clients to buy the stock 
they would buy and that he would thereafter be the representative 


for all shares purchased by Roulston and Company, Inc. 
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Roulston and Company in September 1973 began to purchase 
Stecher shares of common stock. By the end of 1873 Roulston 
and Company had purchased 25,430 shares. By February 12, 1974 
Roulston and Company owned in excess of five percent of 

the outstanding shares of Stecher. 

In September 1973 Thomas Roulston introduced the 
Gefendants Self, Hecker and Ree Chemical to the plaintiff 
and urged an immediate merger of Stecher into Bee Chemical 
Company. Thereafter Thomas Roulston pressed consideration 
by Stecher's Board of Directors wf the merger proporal. 
Thomas Roulston made contact with either Stecher management 
Or one or more directors in January, April, June and Jaly 
1974. During this period Roulston and Company continued to 
purchase Stecher stock. By August 12, 1974 Roulsten and 
Company had purchased a total of 63,177 shares or a little 
lese than eight percent of the outstanding shares of the 
company. On August 13, 1974 Roulston and Company distributed 
from its name to Bee Chemical Company 39,000 shares ora 
little less than five percent of 8Stecher's then outstanding 
stock. 

In the fall of 1974 the defendants Bee and self 
pressed their merger proposal. On practically a regular 
monthly basis either the defendant Self or the defendant Hecker 
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made contact with board members or officers of Ste w in 
pursuing their merger effort. 

Self became critical of the Stecher board and its 
lack of i cerest in the merger proposal. On September 17, 
1974 Self told the board that in his opinion the company 
had been mismanaged and that all directors who had been in 
office for more than a year should resign. He indicated that 
plaintiff's assets were uselessly employed, that its business 
was unprofitable, that the printing industry was generally a 
poor business, and that if he were in control he would 
reevaluate Stecher and its assets for a better and more 
profitable use. He further indicated that the share holders 
of Stecher would be better served by liquidating the company 
and investing the funds elsewhere. He continuously requested 
an4 pressed Stecher for a seat on the board of directors. In 
Movesber 1974 he made contact with one byard member and tried 
te arra ge through him for a private purchase of shares which 
he owned or controlled. He encouraged and requested this 
member to make contact with others on his behalf in order to 
increase his stock holdings. Self stated he was interested in 
purchesing a minimum of additional 100,000 shares of Stecher at 
a price of three quarters of a million dollars. If this 
purchase had been consummated he would have controlled about 
seventeen percent of Stecher's common stock at a cost of 


over one million dollars. 
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The complaint alleges that Self, see, Thomas 
Roulston and Roulston and Compeny, and others, formed a 
group or joined a conspiracy, the purpose of which was to 
take control of Stecher, change its board of directors, 
change its operations and business and liquidate certain or all 
of its assets to provide capital for the defendant Bee's 
operation. It is also alleged that since February 12, 1974 
up to the presert, the defendants as ea group have owned, 
pooled, aggre, e acquired or .eld beneficially, directly 
or indirectly in excess of five percent of Stecher's then 
outstanding stock. It is also alleged that since February 12, 
19 «, when the defendants owned more than an eggregete of 
five percent of Stecher common stock, they as a group ecgquired 
in excess of an additional two percent of Stecher shares. 

The plaintiff's complaint rests upon the failure of 
the defendants to file the statement alleged to be required 
by Section 13(d) of the Securities Act of 1934. Roulston and 
Company Inc. and Thomes Roulston, in opposition to plaintiff's 
motion for a preliminary injunction, have submitted the 
affidavit of Thomas Roulston dated April 10, 1975. In his 
affidavit Thomas Rouleton asserts that a large prope tion of 
the company's customers are institutional investors and that 
Stecher stock was azong investsent opportunities suggested 
by the Roulston Company and by Thomas Roulston to institutional 


382 


Decision and Order. 


- 6 « 


investors, one of which, a European corporation (not 
affiliated with amy American companies), requested the 
ecopany to acquires for ite beneficial ownership shares of 
Buecher. It is asserted in the affidavit that the European 
corporation beneficially owned the shares recorded in the 
street name of Rou’ston and Company, Inc., and that the 
Buropean corporation had uo knowledge of Bee and that Bee 
and the muropean corporation did not act as a group. 

The Self affidavit admits that the Roulston and 
Company purchasing program in the fall of 1973 and early 
1974 was designed to and resulted in the purchase for Bee of 
39,000 shares of Stecher stock by Januery 1974. The Self 
affidavit and attached exhibits B and C show the framework of 
the -greement between the parties concerning the acq.isition 
er merge, of Stecher into Bee Chemical. Roulston was to 
receive « $20,000.00 retainer fee plus an additional fee of 
$60,000.00 should a merger between Bee Chemical Company and 
Stecher take place. 

In the Roulston affidavit it is stated that the 
company does not and for many years has not acquired er owned 
any secarities for its own account or of which it is beneficial 
owner. Attached to the Self affidavit are 48 sale confirmation 
slips sent by Roulston and Compeny to Bese. On most of these 
confirmation slips dated as early as October 1973, it is stated 


“Roulston and Company is « market maker in this security.” 
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Seven of the confirmation sales slips indicate that no 
commission was charged by Roulston and Company. This would 
seem to indicate that those shares were sold from Roulston 
anc Compeny's own account. 

On all the papers before me in support of this 
application and in opposition thereto, I find that there is 
a likelihood that the plaintiff will succeed in this action, 
that the defendants did constitute a group of the type 
intended to be covered by Section 13(4) and that the 
Plaintiff is likely to sustain irreparable Gamege unless 
this court grants « preliminary injunction. 

TT IS HEREBY CRDERED that, pending this suit, 
the defendants and each of them, and their agents, associates, 
and persons acting in cencert with them, are enjoined from 
directly or indirectly voting in person or by pror- any 
share of the plaintiff now held of record or beneficially by 
any of the defendants with respect te the election of directors, 
Or any plan of merger, consolidation or sale of assets and any 
other plan to change or acquire contrel of the plaintiff, froe 
seliciting from any of plaiatiff's share helders any proxy 
consents, authorization or suppert to vote the Common stock 
of plaintiff, or from voting any prox: or suthorization now 
held, with respect to the electicen «of directors, any p‘ 
of merger or consolidation or sale of assets, any other . 
to change or acquire control of the Plaintiff; from 
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entering into agreements with any other share holder of the 
plaintiff to obtain control of the plaintiff; from purchasing, 
acquiring, or otherwise aggregating any additional share of 
the plaintiff, either in the open market, by tender, by private 
negotiations, or in any other way; from using or obtaining 

for any purpose any list of plaintiff's share holders, or 
disclosing .nformation in any list now held by the defendants, 
or any of them, to any other person; from taking any other 
stepe in furtherance of any plan to acquire control and to 
take over management of the plaintiff in violation of the 
Securities Act and the rules and regulations promuigated 

under the Act. ; Pe om 


me ee 


HAROLD P. BURKE 
United States District Judge 


gune / 7, 1975. 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION 


-vs- Civ- 75-131 
M.A. SELF, BEE CHEMCIAL COMPANY, 
et al. 
SIR: Take notice of an ORDER & DECISION that pending this 


suit defts., etc. are enjoined from directly or indirectly from 


voting in person or proxy etc. 
culy granted in the above entitled action on the 17th day 


of June, 1975 __, and duly entered in the office of the 


———— 


Clerk of the United States District Court, Western District 


of New York, on the 18th_ day of June, 1975 ; 


Dated: Buffalo, New York 


June 18, 1975 


JOHN K. ADAMS, Clerk 
U.3. District Court 

U.3. Courthouse 

Buffalo, New York 14202 


To Kenneth A. Payment, Esq. 
~ Attorney for Plaintiff 
Hodgson, Russ, Andrews, Woods & Goodyear 
Baker & McKenzie 


To Iohnson Reif & Mullan _ 

Attorney for Defendant on 

RECEIV ~~ 
jun 1.9 1975 


puvesun, #52 aeneeeine 
¥ ever 
woons ee" 


FEDERAL RULES OF CIVIL PROCEDURE 77 (d) 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


————— 
STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff 
-V- 
M. A. SELF, et al., 
vefendants Civil Action No. 
75-131 
NOTICE OF 
BEE CHEMICAL COMPANY, PETITION 
Counterplaintiff 
-V- 
STECHER-TRAUNG-~SCHMIDT CORPORATION, 
Counterdefendant. 
SER RREEEpeneee ee 


PLEASE TAKE NOTICE that the Petitioners, M. A. SELF, BEE 
CHEMICAL COMPANY and ARTHUR S. HECKER, by their undersigned attorneys, 
will move this Court at a motion term thereof to be held at the United 
States Courthouse in the City of Rochester, New York on the 7th day of 
July, 1974 at 10:00 a.m. or as soon thereafter as counsel can be heard 
for reconsideration of the Order of June 17, 1975 granting a preliminary 
injunction to the rlaintifrf against the defendants, M. A. SELF, BEE 
CHEMICAL COMPANY and ARTHUR S. HECKER, or, in the alternative, that the 


Court stay the preliminary injunction granted in said Order pending 


appeal therefrom. 


Dated: Buffalo, New York 
June 26, 1975 
HODGSON, RUSS, ANDREWS, WOODS & GOODYEAR 


By 
H. Kenneth Schroeder, Jr. 
1800 One M & T Plaza 
Buffalo, New York 14203 


TO: 
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BAKER & Mc 
700 Pruden 
Chicago, I 


Attorneys 


KENNETH A. PAYMENT, ESQ. 
HARTER, SECREST & EMERY 
700 Midtown Tower 
Rochester, New York 14604 


BYRON JOHNSON, ESQ. 

JOHNSON, REIF & MULLAN, P.C. 
47 South Fitzhugh Street 
Rochester, New York 14614 


. NORMAN S. JEAVONS, ESQ. 


BAKER, HOSTETLER & PATTERSON 
Union Commerce Building 
Cleveland, Ohio 44115 


KENZIE 
tial Plaza 
llinois 60601 


for Defendants and Counter- 
plaintiff 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff 
a 
M. A. SELF, et al., 
Defendants 
BEE CHEMICAL COMPANY, 
Counterplaintiff 


-V- 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Counterdefendant. 


rT 


NOW, the defendants, M. A. SELF, BEE CHEMICAL COMPANY and 


ARTHUR S. HECKER, by and through their attorneys in this regard, 


PETITION FOR RECONSI- 
DERATION OF THE ORDER 
OF JUNE 17, 1975 
GRANTING THE PLAINTIFF 
PRELIMINARY INJUNCTION 
AGAINST M. A. SELF, 

BEE CHEMICAL COMPANY, 
AND ARTHUR S. HECKER 
AND IN THE ALTERNATIVE, 
AN APPLICATION FOR A 
STAY OF THE PRELIMINARY 
INJUNCTION PENDING AN 
APPEAL FROM THE ORDER 


OF JUNE 17, 1975 


Hodgson, Russ, Andrews, Woods & Goodyear and Baker & McKenzie, | 


petitica this Court to reconsider its entry of a preliminary injunction 


against these defendants as set forth in this Court's Order and Decision 


of June 17, 1975, and, upon reconsideration to dissolve said preliminary 


injunction and enter an Order denying the plaintiff, Stecher-Traung- 


Schmidt Corporation's request for preliminary injunction. In support 


thereof these defendants state as follows: 


1. That the Court has misapprehended and misconstrued the 


facts as contained in the pleadings and affidavits filed herein. 


2. That the Court has erred in concluding that there is a 
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aot 


likelihood that plaintiff will succeed in its action. 


3. That the Court has erred in its conclusion that these 
defendants and the other defendants in this action constitute a group 
of the type intended to be covered by §13(d) of the Securities Exchange 


Act of 1934. 


4, That the Court has erred in its conclusion that the 


plaintiff is likely to sustain irreparable damage. 


5. That the pleadings and affidavits filed by the plaintiff 
in this cause fail to show any irreparable harm to plaintiff or any 


likelihood that plaintiff will sustain irreparable harm. 


6. That this Court's opinion and Order are based upon a 
misinterpretation of §13(d) of the Securities Exchange Act of 1934 and 


the case law interpreting §13(d). 


T. That on June 27, 1975, Bee Chemical Company filed with the 
Securities and Exchange Commission and sent to Stecher-Traung-Schmidt 
Corporation a schedule 13D, which schedule was filed under protest and 
solely as a result of this Court's erroneous conclusions contained in 
its opinion of June 17, 1975. A copy of said schedule is attached hereto 
as Exhibit A. 


8. That this Court has not or may not have had an opportunity 
to consider the fairly recent United States Supreme Court decision in 


Rondeau v. Mosinee Paper Corporation, a copy of which decision is attached 


hereto and made a part hereof. 
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9. The plaintiff, Stecher-Traung-Schmidt Corporation, has relied 


to a substantial extent upon the Seventh Circuit Court of A-»neals decision 
| in Rondeau v. Mosinee Paper Corporation, which decision of the Seventh 
Circuit Court of Appeals has now been reversed .y the Supreme Court of 


the United States in its decision of "une 17, 1975. 


‘Say WHEREFORE, these defendants, M. A. SELF, BEE C’EMICAL COMPANY 


and ARTHUR S. HECKER, respectfully pray as follows: 


a. That this Court reconsiWer its Decision and Order of 


June 17, 1975 and, upon reconsideratio vacate said Order and enter an 
Order denying the plaintiff, Stecher-Traung-Schmidt Corporation's 


request for a preliminary injunction. 


b. That in event this Court fails to reconsider its Decision 
and Order or refused to vacate said Order and deny the plaintiff's 
application for a preliminary injunction, this Court enter an Order 
staying the preliminary injunction entered against these defendants | 
during the pendency of the appeal from this Court's Order and Decision 

a of June 17, 1975 and stay all further proceedings in this Court during 


the pendency of the appeal. 


Dated: Buffalo, New York 
June 26, 1975 
_M. A. SELF, BEE CHEMICAL COMPANY and 
ARTHUR S. HECKER, Petitioners, by: 


ty HK Lrat 2 é bs 
. Kenneth Schroeder, Jr> 


1800 One M & T Plaza 
Buffalo, New York 14203 


BAKER & McKENZIE 

700 Prudential Plaza 
Chicago, Illinois 60601 
Attorneys for Defendants & Counterplaintiff 


HODGSON, RUSS, ANDREWS, WOODS & GOODYEAR 


| 
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SECURITIES AND EXCHANGE COMMISSION 


Washington, D.C. 20549 


Schedule *°3D 


Statement filed pursuant to 
Section 13(¢)(1) of the Securities 
Exchange Act of 1934 


ces and Communications with respect 
this Statement should be sent to: 


Bee Chenica: Company 
2700 East lO7th Streec 
Lansing, Iliinois 69438 


Attn: M.A. Self 


EXHIBIT A 


a — 
Exhibit A Attached to Petition for Reconsideration. 


This Statement is filed to provide the information 
called for by Section 13(d)(1) of the Securicies Exchange Act 
of 1934 and Rule 13d-1 thereunder as a result of the decision 
rendered on June 17, 1975 in an action entitled Stecher-Traung 
Schmidt Corporation vs. M.A. Self, et al. (United States 
District Court, Western District of New York, Civil action 
No.75-131) that the reporting persons hereunder consticuted 

a part of a grour of the type intended to be covered by said 
Section 13(4). Sy this Statement the reporting persons here- 
under neither admit the applicability to them of said Section 
13(d)(1) or Rule 13d-1 or intend that such an admission can be 
inferred herefrom, nor do they admit that they or any of then 
with any other person constitute 6 group for purposes of aaid 
Section 13. <A petition for reconsideration of said Court's 
order and an appeal therefrom to the United States Court of 


Appeals for the Second Gircuit have been filed on June 27, 1975 


Item i. Security and Issuer 
This Statement relates to the shares of Common Stock of 


- Stecher-Traung-Schmid: Corporation ("STS"), 274 worth Goodman 


Street, Rochester, New York. 


lten 2. Identity and Background 


This Stacezenct is dbeing fired dy Bee Chemical Company, 


2790 East 107th Street, Lansing, Iliinods. 


Bee Chesical Conpany 
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is a manufacturer e:gaged in she flLeld of coatings, tn«3, 
peincing and coacing of plastic fila, including a process of 
making transfer labels, which includes all of the dSasic ‘agre- 
dients involved tn the conventional printing process. 

This Statemen: is also being filed dy M.A. Self. Mr. 
Self is Chairman of the Board, President and the principal 
stockholder of Bee Chealcal Coap. He resides az 444 Ease 
Sch Street, HlLasdale, [llinois. Me. Self has deen Presidente 
of Bee Chenical Company since 1947, Mr. Self reselved a 3.3. 
degree in Chemical Eagtneering from che University of Xansas 
in 1943 and he is $3 years old. Petor to Joinalag Bee Chenical 
Conpany, he worked four years for Sharples Chealcats, [nc. (now 
Pennwalt) in research and market developuenc. Mr. Sel! vas 
mever seen coavicted or charged in a crininal praceediag., 

This Scacement is also being filed Sy Arthur $, Hecker. 
Mr. Hecker is Vice Chairman of the Soard of Ofrectors of See 
Cheaical Company. He resides at 5469 Woodside Avenue, Zinsdale, 
Illinois. Mr. Hecker has been Vice Chairnaan of the 30ard of 
See Chenical Conpany since April 1973. Mr. Hecker 1s 57 years 
old. Mr. Hecker atrended University School in Cieveland, 2ateo 
and Batson [tnsticuce of Business Adninistratioa ta Aeileslev 


Massachusetcs., Mr. Hecker was enployed with A.W. 4ecker Congaay, 


a nanufacturer of aircraic subd-assendliaes, for 22 vyaar3. He 


served as Presidenc of A.w. Hecker Conpgany froa 1958 unzil 
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1971. Mr. Heczxer also was enployed with Mercill, uyach, Ples 


Fenner & Smith for one year Mr, Hecker has never Seen convicts 


or charged in a criminal proceeding. 


Icem 3. Source and Amount of Funds or Other C 


The shares of Comaon Stock of STS preseacly held Sy 
Bee Chemical Company were purchased from available cash assets 


in the aggregate amount of $292,597.62. 


4 


Icem 4 Purpose of Transaction 


” 
s 


he purpose of the purchase Sy Bee Chemical Conpany 


to acquizve an investment in STS The reporetilag persons do aot 
exercise control over STS. Although che pursose of che purchase 
of shates was aot ¢o acquire control, See Chenlcal Ca: y £r9a 


the period April 1974 shrough July 17, 1974 engaged ta serg 


no 
" 


discussions with STS, which ware cerainated Sy STS on July L?7 
1974, Since thac date, as a stockholder of S73, Bee Chanlca! 
Company has expressed ics concera £9 STS sanagenent over the 
poor return on equity of STS and in tne direccton 
pursuing by making Large capital investments in $75'3 custoa 
dntiag oserations, From she perlod March 277, L975 throug 
April 4, 1975, Bee Chemical Coapany engaged in further discussiar 
wich STS nanagesent for a casn acquislston of STS dy Jee 
Company waich resulced in a proposal by See Chentcal Conpany co 
manageaen: of STS thac Bee Cnentcal Coanany was grepare! +o 


mace an offer to purchase all che shares of $TS ac 339.9% 9 


re 


~ 
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share, 1£, and only t€, Management of STS would cooperace with 
Bee Chenical Company. This proposal was also conditioned soon 
receiving ac least 66-2/3% agreenenc of STS shareholders. ta 
response to these discusstons, Managemenc of STS tascicuced 
injuctive legal proceedings against See Chenical Coapany and 
the other reporting persons in che Federal Oiscrice Coure 
the Western District of New York in the above referenced legal 
action. 

Bee Chemical Company has Svught represenzation on che 
Board of Directors of STS and has SOugne to acquire additional 
shares of STS in privately negoctiazed transactions. 

Bee Chenical Company nas no. presence plans co liquidate 
STS or sell its assets. Sar Chealecl Company considers chac 
merger or combination of Bee Chenical Company and STS would ba 
of benefit co both companies. Other chan said merger, Jee 
Chemical Company considers that the eaphasis of STS on its 
custom printing operations should de directed, in part, co nore 
profitable lines. Bee Chenical Company continues to loox favoradi- 
upon an acquisicton of STS. [t has ao present plans, however, to 


acquire STS without che cooperation of $T$ Managenenc. 


Tcem 5. Interest in Securities of the Issuer 
cue ctes of the Essuer 
Bee Chenical Company is che beneficial owner of 39,3590 


Shares (representuus no more than 4.85%) of Common Stock of $TS 


which were purchased during the period Septender 11, 1973 s2 


. 


January 28, 1974. No other reporting person or any person who 


Ss SS SS WS 
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4s an officer oc director of See Cnenical Company or who ts 
af€iliaced or associated with any reporting person awas any 
securities of STS. Bee Chemical Company has bean (nforned that 
Roulston & Company, Inc. holds of racord 25,200 shares of Connon 
Stock of STS. Bee Chemical Company does not consider Roulstona & 
Company, Inc. (or cre beneficial owner of said shares, the ideactl~ 
ty of whom Bee Chealcal Conpany is unaware) to be an "assoctace” 
of Bee Chemical Conpany as shat tern is defined (a Rute L2d-2 
under the Securities Exchange Act of 1934, 

Siace January 28, L974 no tCramsacclon ta any secucity 
of STS has been effected dy Bea Chenical Company or any of its 


officers, directors or affillaced persons, 


Item 6. Contrasts, Arrangenents, of Understandings vith Resoec? 


Duriag the considiraston by STS in 1974 of Bee Chemical 
Company's merger proposal, .rulston & Company, Inc. which had 
been engaged Sy See Chanical Conpany ia connection with suca 
proposed serger, requested thac tts representacion be deiined. 
By lecters dated April 19, 1974 and May 2, 1974, Bee Cheaical 
Company and Roulstoa & Company, Inc. indicated chat Roulston & 
. Company, Lac. was setng cecained to devalop a aerger oF acaqu 
tion for Bee Chenical Conpany with another soapany, Lacludiags 
among other posstbilicies, STS, far which Rculston 4 Canpany wast 


to receive a vetaliaec of $20,900 piss an addistonal asouat 22 


° 
“ 


$60,000 should a nergec Setween Bae Chenical Company and 3? 


oe) 


LT 
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take place. See Chemical Company did not request or instruct 
that Roulston & Company, Inc., or any of its customers, under- 
take any action to aggregate or pool STS Common Stock. 

The Court in the above referenced legal action by STS 
has indicated that it is likely by such arrangement that Bee 
Chemical Company and Roulston & Company, inc. constituted a 
group for purposes of Section 13(d) of the Securities Exchange 
Act of 1934 and has granted preliminary injunctive relief. See 
Chemical Company, of course, disagrees with this erroneous 
conclusion and has proceeded with a petition for reconsideration 


and an appeal from this ruling. 


Iten 7. Persons Retained Employed or to be Comr :nsated 


Not Applicable. 


lten 8. Material to be Filed as Exhibits 


Not Applicable. 


SET LT WEAN TAY ASREA ER IE TERE SETS CLES MEE TENT FELL LTTE ECT, UEP BOT NTI TRG SE A ELE SREY 1 ATTESTED TIS 
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SIGNATURE 


1 certify that to the best of my knowledge and belief 
the information set forth in this Statement is true, complete 


and correct. 


June 27, 1975 BEE CREMICAL COMPAS 
By _/«/ M.A. Self 
M.A. Self 


/s/ Arthur S$. Recker 
ISR SE 


Arthur >. Recker 


23 
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one. Because I think that the District Court’s miscon- 


struction of the statute prejudiced petitioner in this case 
and may continue to do mischief in future prosecutions 
brought under § 871, I would reverse on this ground 
rather than on the Solicitor Gene,al’s confession of error. 


RALPH W. PARNELL, Shreveport, Louisiana (DAVID B 
CLINKENBEARD and NAFF, KENNEDY, GOODMAN, 
STEPHENS, DONOVAN & PARNELL, with him on the brief) for 
petitioner ALLAN ABBOTT TUTTLE, Assistant to the Solicitor 
General (ROBERT H. BORK, Solicitor General, JOHN KEENEY, Act- 
ing Assistant Attorney General, A. RAYMOND RANDOLPH, JR., 
Deputy Solicitor General, WILLIAM L. PATTON, Assistant to the 
Solicitor General, and MARSHALL TAMOR GOLDING, Justice 
Dept. attorney, with him on the brief) for respondent 


No, 74-415 


Francis A. Rondeau, On Writ of Certiorari to the 
Petitioner, United States Court of 


v. Appeals for the Seventh 
Mosinee Paper Corporation Circuit. 


iJune 17, 1975] 
Syllabus 


Respondent corporation brought this action against petitioner to 
enjoin him from voting or pledging his stock in respondent and 
from acquiring additional shares, and requiring him to divest him- 
self of the stock that he already owned. Respondent claimed 
that the failure of petitioner, who had acquired more than 5% 
of respondent's stock, to make timely disclosure as required by 
§ 13 (d) of the Williams Act was a scheme to defraud respondent 
and its stockholders. Petitioner, who had filed the disclosure 
schedule about three months after the statutory filing time, con- 
tended that the Williams Act which he readily con- 
ceded, resulted from his lack of fomiliarity with the securities 
laws, and that neither respondent nor its shareholders had been 
harmed) The District 
summary judgment 
garding petitioners 


violation 


Court granted petitioner's motion for 
having found no material issues of fact re- 
lack of willfulness in failing to make a timely 
filing and no basis in the record for disputing petitioner’s claim 
that he first considered the possibility of obtaining control of 
respondent sometime after he discovered his filing obligation. It 
concluded that respondent had suffered no cognizable harm from 
the late filing and that this was not an appropriate case in which 
to grant injunctive relief, The Court of Appeals reversed, con- 
cluding that respe ‘ent was harmed by having been delayed in 
its efforts to respond to petitioner's potential to obtain contro’ 


of the company but that, in any event respondent was not re 
quired to show irreparable harm as a prerequisite to obtaining 
permanent injunctive relief since as the securities’ issuer, re 


spondent was in the best position to assure that the William 
Act's filing requirements were being timely and fully comphec 
with. Held: A showing of irreparable harm, in accordance with 
traditional principles of equity necessary before a private liti- 
gant can obtain ef based upon §13(d) of the 
Williams Act 

(a) The Court of Appeals erred in concluding that respondent 
suffered “harm” because of petitioner's technical default, since 
petitioner has not attempted to obtain control of respondent, 
has now made proper disclosure, and has given no indication that 
he will not report any material changes in his disclosure schedule 


injunctive 


(b) Persons who allegedly sold their stock to petitioner at 


unfairly depressed predisclosure prices have adequate remedies by 
an action for damages, and those who would not have invested. 


had they thought a takeover bid was imminent, are not threatened 
with injury 

(c) The District Court was entirely correct in insisting that 
respondent satisfy the traditional prerequisites of extraordinary 
equitable relief by establishing irreparable harm, and its conclu 
sions that petitioner acted in good faith and promptly filed a 
disclosure schedule when he became aware of his obligation to do 
60 support the exercise of that Court's sound judicial discretion 
to deny the application for an injunction, relief that is historically 
“designed to deter, not to punish.” Hecht Co. v. Bowles, 321 
U. 8. 321, 329 

(d) Respondent is not relieved of the burden of establishing 


those prerequisites simply because it is asserting a so-called im- | 


plied private right of action under the Williams Act 
500 F. 2d 1011, reversed and remanded 


Buroea, C. J, delivered the opinion of the Court, in which 
Stewart, Wurre, Bracxmun, Powett, and Rennovist, JJ joined 
Brennan, J., filed a dissenting opinion, in which Dovcias, J 
joined. Maarsnatt, J., dissented, 


Mr. Cuter Justice Buraer delivered the opinion of 
the Court. 


We granted certiorari in this case to determine 
whether a showing of irreparable harm is necessary for 
& private litigant to obtain injunctive relief in a suit 
under § 13 (d) of the Williams Act, 15 U. S. C. § 78m 
(d). The Court of Appeals held that it was not. We 
reverse, 

I 


Respondent Mosinee Paper Corporation is a Wiscon- 
sin company engaged in the manufacture and sale of 
paper, paper products, and plastics. Its principal place 
of business is located in Mosinee, Wisconsin, and its only 
class of equity security is common stock which is regi - 
tered under § 12 of the Securities Exchange Act 0! 1934, 
15 U. S. C. § 781. At all times relevant to this litiga- 
tion there were slightly more than 800,000 shares of 
such stock outstanding. 

In April 1971 petitioner Francis A. Rondeau, a Mosi- 
nee businessman, began making large purchases of re- 
spondent’s common stock in the over-the-counter mar- 
ket. Some of the purchases were in his own name; 
others were in the name of businesses and a foundation 
known to be controlled by him. By May 17, 1971, peti- 
tioner had acquired 40,413 shares of respondent's stock, 
which constituted more than 5% of those outstanding. 
He was therefore required to comply with the disclosure 
provisions of the Williams Act,' by filing a Schedule 13D 


*The Williams Act, which amended the Securitics Exchange Act 
of 1934, provides in relevant part: 

“(d)(1) Any persen who, after acquiring directly or indirectly the 
beneficial ownership of any equity security of a class which is reg- 
istered pursuant to Section 12 of this title, or any equity security of 
an insurance company which would have been required to be so reg- 
istered except for the exemption contained in Section 12 (g)(2)(G) 
of this title, or any equity security issued by a closed-end investment 


‘company registered under the Invesiment Company Act of 1904, is 


directly or indirectly the beneficial owner of more than 5 per centum 
of such class shall, within ten days after such acquisition, send to 


} 
| 


| 
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with respondent and the Securities and Exchange Com- 
mission within 10 days. That form would have dis- 
closed, among other things, the number of shares bene- 
ficially owned by petitioner, the source of the funds used 
to purchase them, and petitioner’s purpose in making 
the purchases. 

Petitioner did not file a Schedule 13D but continued 
to purchase substential blocks of respondent's stock; by 
July 30, 1971, he had acquired more than 60,000 shares. 
On that date the chairman of respondent's board of di- 
rectors informed him by letter that his activity had 
“given rise to numerous rumors” and “seems to have 
created some problems under the Federal Securities 
Laws ....” Upon receiving the letter petitioner im- 
mediately stopped placing orders for resporident’s stock 
and consulted his attorney.” On August 25, 1971, he 
filed a Schedule 13D which, in addition to the other 
required disclosures, described the “Purpose of Trans- 


istered or certified mail, send to each exchange where the security 
is traded, and file with the Commission, a statement containing such 
of the following information, and such additional information, as the 
Commission may by rules and regulations prescribe as necessary 
or appropriate in the public interest or for the protection of 
investcre— 

“(A) the oackground and identity of all persons by whom or on 
whose behalf the purchases have been or are to be effected; 

“(B) the source and amount of the funds or other consideration 
used or to be used in making the purchases, and if any part of the 
purchase price or proposed purchase price is represented or is to be 
represented by funds or other consideration borrowed or otherwise 
obtained for the pirpose of acquiring, holding, or trading such 
security, a deseription of the transaction and the names of the 
parties thereto, except that where a source of funds is a loan made 
in the ordinary course of business by a bank, as defined in Section 
3 (a) (6) of this title, if the person filing such statement so requests, 
the name of the bank, shall not be made available to the public; 

“(C) if the purpose of the purchasers or prospective purchases is 
to acquire control of the business of the issuer of the securities, any 
plans or proposels which such persons may have to liquidate such 
issuer, to sell its assets to or merge it with any other persons, or to 
make any other major change in its business or corporate structure; 

“(D) the number of shares of such security which are benefi- 
cially owned, and the number of sharea concerning which there is a 
right to aequire, directly or indirectly, by (i) such person, and (ii) 
by each associate of such person, giving the name and address of 
each such associate; and 

“(E) information as to any contracts arrangements or understand- 

ings with any person with respect to any securities of the issuer, 
including but not limited to transfer of any of the securities, joint 
ventures, loan or option arrangements, puts or calle, guaranties of 
loans, guaranties against loss or guaranties of profits, division of 
logses or profits, or the giving or withholding of proxies, naming the 
persons with whom such contracts, arrangements, or understandings 
have been entered into, and giving the details thereof.” 82 Stat 
454, 456; 15 U. 8. C. § 78m(d) 
The Commission requires the purpose of the transaction to be dis- 
closed in every Schedule 13D, regardless of an intention to acquire 
control and make major cha~ xs in its structure. See 17 CFR 
§ 240, 13d-1, -101 (1974) 

? Although some outstanding orders were filled after July 30, 
1971, petitioner placed po new orders for respondent's stock after 
*that date. 


“Francis A. Rondeau determined during early part 
of 1971 that the common stock of Issuer [respond- 
ent] was undervalued in the over-the-counter mar- 
ket and represented a good investment vehicle for 
future income and appreciation. Francis A. Ron- 
deau and his associates presently propose to seek 
to acquire additional common stock of the Issuer in 
order to obtain effective control of the Issuer, but 
such investments as originally determined were and 
are not necessarily made with this objective in mind. 
Consideration is currently being given to making a 
public cash tender offer to the shareholders of the 
Issuer at a price which will reflect current quoted 
prices for such stock with some premium added.” 


Petitioner also stated that, in the e-ent that he did ob- 
tain control of respondent, he would consider making 
changes in management “in an effort to provide a Board 
of Directors which is more representative of all of the 
shareholders, particularly those outside of present man- 
agement ....” One month later petitioner amended 
the form to reflect more accurately the allocation of 
shares between himself and his companies. 

On August 27 respondent sent a letter to its share- 
holders informing them of the disclosures in petitioner's 
Schedule 13D.2. The letter stated that by his “tardy 
filing” petitioner had “withheld the information to which 
you {the shareholders] were entitled for more than two 
months, in violation of federal law.” In addition, while 
agreeing that “recent market prices have not reflected 
the real value of your Mosinee stock,” respondent's man- 
agement could “see little in Mr. Rondeau’s background 
that would qualify him to offer any meaningful guid- 
ance to a Company in the highly technical and com- 
petitive paper industry.” 

Six days later respondent initiated this suit in the 
United States District Court for the Western District of 
Wisconsin. Its complaint named petitioner, his com- 
panies, and two banks which had financed some of peti- 
tioner’s purchases as defendants and alleged that they 
were engaged in a scheme to defraud respondent and its 
shareholders in violation of the securities laws. It alleged 
further that shareholders who had “sold shares without 
the information which defendants were required to dis- 
close lacked information material to their decision to sell 
or hold,” and that respondent “was unable to communi- 
cate such information to its shareholders, and to take 
such actions as their interest required.” Respondent 
prayed for an injunction prohibiting petitioner and his 
codefendants from voting or pledging their stock xnd 
from acquiring additional shares, requiring them to divest 
themselves of stock which they already owned, and for 
damages. A motion for a preliminary injunction was 
filed with the complaint but later withdrawn. 

* Respondent simultaneously ised a press release containing the 
same information. Almost immediatcly the price of its stock jumped 
to $19-$21 per share. A few days later it dropped back to the pre- 


vailing price of $12.50-$14.00 per share, where it remained 
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After three months of pretrial proceedings petitioner 
moved for summary judgment. He readily conceded 
that he had violated the Williams Act, but contended 
that the violation was due to a lack of familiarity with 
the securities laws and that neither respondent nor its 
shareholders had been harmed. The District Court 
agreed. it found no material issues of fact to exist re- 
garding petitioner's lack of willfulness in failing to timely 
file a Schedule 13D, concluding that he discovered his 
obligation to do so on July 30, 1971,‘ and that there was 
no basis in the record for disputing his claim that he first 
considered the possibility of obtaining control of respond- 
ent some time after that date. The District Court there- 
fore held that petitioner and his codefendants “did not 
engage in intentional covert, and conspiratorial conduct 
in failing to timely file the 13D Schedule.” * 

Similarly, although accepting respondent’s contention 
that its management and shareholders suffered anxiety 
as a result of petitioner's activities and that this anxiety 
was exacerbated by his failure to disclose his intentions 
until August 1971, the District Court conciuded that 
similar anxiety “could be expected to accompany any 
change in management,” and was “a predictable conse- 
quence of snareholder democracy.” It fell far short of 
the irreparable harm necessary to support an injunction 
and no other harm was revealed by the record; as 
amended, petitioner’s Schedule 13D disclosed all of the 
information to which respondent was entitled, and he 
had not proceeded with a tender offer. Moreover, in the 
view of the District Court even if a showing of irrepara- 
ble harm were not required in all cases under the securi- 
ties laws, petitioner’s lack of bad faith and the absence 
of damage to respondent made this “a particularly in- 
appropriate occasion to fashion equitable relief... .” 
Thus, although petitioner had committed a technical vio- 
lation of the Williams Act, the District Court held that 
respondent was entitled to no relief and entered summary 
judgment against it.* 

The Court of Appeals reversed with one judge dis- 

senting. The majority stated that it was “giving effect” 
to the District Court’s findings regarding the circum- 


* The District Court pointed out that prier to December 10, 1970, 
a Schedule 13D was not required until a person's holdings exceeded 
10% of a corporation's outstanding equity securities, see Pub. L. 
No. Gi-567, 84 Stat. 1497, and credited petitioner’s testimony that 
he believed the 10% requirecnent was still in effect at the time he 
made his purchases. Indeed, the chairman of respondent's board 
of directors was not familiar with the Williams Act's filing require- 
ment until shortly before he sent the Jiily 30, 1971 letter. 

*The District Court also concluded that respondent's manage- 
ment was not unaware of petitioner's activities with respect to its 
stock. It found that by July 1971, there was considerable “street 
talk” among brokers, bankers, and businessmen regarding his pur- 
chases and that the chairman of respondent's board had been moni- 
toring ther. 

* The District Court also dismissed respondent's claims that peti- 
tioner had violated other provisions of the Securities Laws. Review 
of these rulings was not sought i: the Court of Appeals, and they 
are not now before us 
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stances of petitioner's violation of the Williams Act,’ but 
concluded that those findings showed harm to respondent 
because “it was delayed in its efforts to make any neces- 
sary response to”’ petitioner’s potential to take control of 
the company. In any event, the majority was of the 
view that respondent “need not show irreparable harm 
as & prerequisite to obtaining permanent injunctive relief 
in view of the fact that as issuer of the securities it is in 
the best position to assure that the filing requirements 
of the Williams Act are being timely and fully complied 
with and to obtain speedy and forceful remedial action 
when necessary.” 500 F. 2d 1011, 1016-1017. The 
Court of Appeals remanded the case to the District Court 
with instructions that it enjoin petitioner and his co- 
defendants from further violations of the Williams Act 
and from voting the shares purchased between the due 
date of the Schedule 13D and the date of its filing for 
& period of five years. It considered “such an injunctive 
decree appropriate to neutralize [petitioner's] violation 
of the Act and to deny him the benefit of his wrong- 
doing.” 500 F. 2d, at 1017. 

We granted certiorari to resolve an apparent conflict 
among the courts of appeals and because of the impor- 
tance of the question presented to private actions under 
the Federal Securities Laws. We disagree with the Court 
of Appeals’ conclusion that the traditional standards for 
extracvdinary equitable relief do not apply in these cir- 
cumstances, and reverse. 

II 


As in the District Court and the Court of Appeals, it 
is conceded here that petitioner’s delay in filing the 
Schedule 13D constituted a violation of the Williams Act. 
The narrow issue before us is whether this record sup- 
ports the grant of injunctive relief, a remedy whose basis 
“in the federal courts has always been irreparable harm 
and inadequacy of legal remedies.” Beacon Theatres, 
Inc. v. Westover, 359 U. S. 500, 506-507 (1959). 

The Court of Appeals’ conclusion that respondent suf- 
fered “harm” sufficient to require sterilization of peti- 
tioner’s stock need not long detain us. The purpose of 
the Williams Act is to insure that public shareholders 
who are confronted by a cash tender offer for their stock 
will not be required to respond without adequate infor- 
mation regarding the qualifications and intentions of the 
offering party." By requiring disclosure of information 


*The Court of Appeals also agreed with the District Court that 
the disclosures in petitioner's amended Schedule 13D were adequate. 

*The Senate Report describes the dilemma facing such a share- 
holder as follows: 

“He has many alternatives. He can tender all of his shares im- 
mediately and hope they all are purchased. However, if the offer 
is for less than all the outstanding shares, perhape only a part of 
them will be taken. In these instances, he will remain a shareholder 
in the company, under a new management which he has helped to 
install without knowing whether it will be good or bad for the 
company. 

“The shareholder, as another alternative, may wait to see if a 


* Detter offer develops, but if he tenders late, he runs the risk that 


none of his shares will be taken. He may also sell his shares in the 
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to the target corporation as well as the Securities and 
Exchange Cominission, Congress intended to do no more 
than give incumbent management an opportunity to ex- 
press and explain its position. The Congress expressly 
disclaimed an intention to provide a weapon for manage- 
ment to discourage takeover bids or prevent large ac- 
cumulations of stock which would create the potential 
for such attempts 


mented upon the 


Indeed, the Act's draftsmen com- 
extreme care” which was taken “to 
avoid tipping te balance of regulation either in favor 
of management or in favor of the person making the 
takeover bid.” S. Rep. No. 550, 90th Cong., Ist Sess., 
p. 3 (1967); H. R. Rep. No. 1711, 90th Cong., 2d Sess., 
p. 4 (1968). See also Electronic Specialty Co. v. Inter- 
national Controls Corp., 409 F. 2d 937, 947 (CA2 1969) 

The short of the matter is that none of the evils to 
which the Williams Act was directed has occurred 
or is threatened in this case. Petitioner has not at- 
tempted to obtain control of respondent, either by a cash 
tender offer or any other device. Moreover, he has now 
filed a proper Schedule 13D, and there has been no sug- 
gestion that he will fail to comply with the Act's require- 
ment of reporting any material changes in the information 
contained therein.” 15 U. S. C. § 78m (d)(2); 17 CFR 
§ 240.13d-2 (1974). On this record there is no likelihood 
that respondent’s shareholders will be disadvantaged 
should petitioner make a tender offer, or that respondent 
will be unable to adequately place its case before them 
should a contest for control develop. Thus, the usual 
basis for injunctive relief, “that there exists some cogni- 
zable danger of recurrent violation,” is not present here. 
United States v. W. T. Grant Co., 345 U. S. 629, 633 
(1953). See also Vicksburg Waterworks Co. v. Vicks- 
burg, 185 U.S. 65, 82 (1902). 

Nor are we impressed by respondent's argument thst 
an injunction is necessary to protect the interests of its 
shareholders who either sold their stock to petitioner at 
predisclosure prices or would not have invested had they 
known that a takeover bid was imminent. Brief for 
Respondent, at 13, 20-21 As observed, the principal 
object of the Williams Act is to solve the dilemma of 
shareholders desiring to respond to a cash tender offer 
and it is not at all chear that the type of “harm’’ identi- 
fied by respondent is redressable under its provisions, 
In any event, those persons who allegedly sold at an un- 
fairly depressed price have an adequate remedy by way 


market and hope for the best. Without nowlelge of who the bidder 


is and what he plans to do, the nnot reach an informed 
decision.” S. Rep No. 550, ng., Ist Sess., p. 2 (1967) 
that takeover bids should 


a useful purpose in providing 


However, the Report also reeogered 


not be discouraged because they serve 


a check on entrenched but incMicient management. Jd, at 3 
Heenuse this * mvolh nly shalt 

relief to ¢ § ( t g . ‘ ' 

reporting re dos . o deride whether or 

inder what circumstance ror r { obtain a decree er 
ing a shareholder whe rr f §13(d) from 

scquiring further re ‘ , ting ght r ng 

“takeover bid, pending comr e with the reporting requiren - 
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of an action for damages, thus negating the basis for 


equitable relief See Youngstown Sheet & Tube \ 
Sawyer, 343 U. S. 579, 595 (1952) (opinion of Frank- 
furter, J.). Similarly, the fact that the second group of 


shareholders for whom respondent expresses concern have 
retained the benefits of their stock and the k of ¢ 
imminent contest for control make the possibility of da 


age to them remote at best 
How. 141, 142-143 (1847). 
We turn, therefore, to the Court of Appeals’ conclusion 


See Truly v. Wanzer, 5 


that respondent’s claim was not to be judged according 
to traditional equitable principles, and that the bare 
fact that petitioner violated the Williams Act justified 
entry of an injunction against him. This position would 
seer: to be foreclosed by Hecht Co. v. Bowles, 321 U.S 
$21 (1944). There, the administrator of the Emergency 
Price Control Act of 1942 brought suit to redress viola- 
tions of that statute. The fact of the violations was 
admitted, but the District Court declined enter an 
injunction because they were inadvertent and the defend- 
ant had taken immediate steps to rectify them. This 
Court held that such an exercise of equitable discretion 
was proper despite § 205 (a) of the Act, which provided 
that an injunction or other order “shall be granted” upon 
a showing of violation, obesrving: 


“We are dealing with the requirements of equity 
practice with a background of several hundred years 
of history. . . The historic injunctive process was 
designed to deter, not to punish. The essence of 
equity jurisdiction has been the power of the Chan- 
cellor to do equity and to mould each decree to the 
necessities of the particular case. Flexibility rather 
than rigidity has distinguished it. The qualities of 
mercy and practicality have made equity the instru- 
ment for nice adjustment and reconciliation between 
the public interest and private needs as well as be- 
tween competing private claims. We do not believe 
that such a major departure from that long tradition 
as is here proposed should be lightly implied.” 321 
U. S., at 329-330. (Emphasis added) 


This reasoning appites a fortiori to actions involving 
only “competing privat 


ciaims,” 


and suggests that the 
District Court here was entirely correct in insisting that 


respondent satisfy the traditional prerequisites of extraor- 


dinary equitable relief by establishing irreparable harm 


Moreover, the Distriet Judge's conclusions that peti- 
tioner acted in good’ faith and that he promptly filed a 
Schedule 13D when his attention was called to this obli- 
gation" support the exercise of its sound judicial dis 
©The Court w | i] ni hat ha w 
pending in the District Court and el thon certification has been 
t Although we timat iews regarding the mer 1 that 
rovides a poten petitioner's vi m of 
t W t Act whi f 

1 In its brief on the merits 1 lent argues that “ge oe 
f maten fact exist to the kr ge, motive nd 
lans in [petitioner's] rapid acquisition of” its stock and that, at 

the very least, the case should be remanded for trial on these 1 
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cretion to deny an application for ar injunction, relief 
lesigned to deter not to punish” 
and to permit the court “to mould each decree to the 
necessities of the particular case 321 U.S., at 329. As 
Mr. Justice Dovetas aptly pointed out in Hecht Co., 
the “grant of 


which is historically 


jurisdiction to issue compliance erders 
hardly suggests an absolute duty to do so under any 
and all circumstances.” /hid. (en phasis by Court). 

Respondent urges, however, that the “public interest” 
must be taken into account in cor sidering its claim for 
relief and relies upon the Court of Appeals’ conclusion 
that it is entitled to an injunction because it “is in the 
best position” to insure that the Williams Act is complied 
with by purchasers of its stock. This argument miscon- 
ceives, we think, the nature of the litigation. Although 
neither the availability of a private suit under the Wil- 
liams Act nor respondent's standing (o bring it has been 
questioned here, this cause of action is not expressly au- 
thorized by the statute or its legislative history. Rather, 
respondent is asserting a so-called implied private right of 
action established by cases such as J. 7. Case Co v. Borak, 
377 ©. S. 426 (1964). Of course, we have not hesitated 
to recognize the power of federal courts to fashion private 
remedies for securities laws violations when to do so is 
consistent with the legislative scheme and necessary for 
the protection of investors as a supplement to enforce- 
ment by the Securities and Exchange Commission. Com- 
pare J. I. Case Co. v. Borak supra, with Securities 
Investor Protection Corp. v. Barbour, — U. § —— 
(1975). However, it by no means follows that the plain- 
tiff in such an action is relieved of the burden of estab- 
lishing the traditional prerequisites of relief. 
cases hold that quite the contrary is true. 

In Deckert v. Independence Shares Corp., 311 U. S. 
282 (1940), this Court was called upon to decide whether 
the Securities Act of 1933 authorized purchasers of securi- 
ties to bring an action to rescind an allegedly fraudulent 
sale. The y ‘estion was answered affirmatively on the 
basis of the statute's grant of federal jurisdiction to “en- 
force any liability or duty” created by it. The Court’s 
reasoning is instructive: 


Indeed, our 


“The power to enforce implies the power to make 
effective the right of recovery afforded by the Act 
And the power to make the right of recovery effec- 
tive implies the power to utilize any of the proce- 
dures or actions normally available to the litigant 
according to the exigencies of the particular case If 
petitioners’ bill states a cause of action when tested 


This point was not raised in the petition for certiorari or respond- 


ent's opposition thereto. nor was it made the subject of a crosa- 


petition Reeanse it would alter the ndgment of the Court of 


Appeals, which like that of the Distries Court had effectively put 
an end to the litigation. rather than providing an alternative ground 
for affirming it, we will not consider the argument when raised in 
this ranner. See Mills v. Electric Auto Lite Co, 396 U8 375, 381 
n. 4 (1970); Morley Constr. Co v Maryland Cas Co. 300 0 § 
185, 191-192 (1937). Cf. Wiener y United States, 357 U. 8 349, 
451 n. * (1958) 
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by the customary rules governing suits uf such char- 
acter, the Securities Act authorizes maintenance of 


the suit 311 U. S., at 288 


In other words the conclusion that a private litigant 
could maintain an action for violation of the 1933 Act 
meant no more than that traditional remedies were avail- 
able to redress any harm which he may have suffered: 
it provided no basis for dispensing with the showing re- 
quired to obtain relief Significantly, this passage was 
relied upon in Borak with respect to actions under the 
Securities Exchange Act of 1934. See 377 U.S., at 433- 
434. 

Any remaining uncertainty regarding the nature of 
relief available to a person asserting an implied private 
right of action under the Securities Laws was resolved in 
Mills v. Electric Auto-Lite Co., 396 U. 8. 375 (1970) 
There we held that complaining shareholders had proven 
their case under § 14 (a) of the 1934 Act by showing that 
misleading statements in a proxy solicitation were ma- 
terial and that the solicitation itself “was an essent 
link in the accomplishment of” a merger. We concluded 
that any stricter standard would frustrate private en- 
forcement of the proxy rules, but Mr Justice Harlan 
took pains to point out that: 


“Our conclusion that petitioners have established 
their case by showing that proxies necessary to ap- 
proval of the merger were obtained by means of a 
materially misleading solicitation implies nothing 
about the form of relief to which they may be en- 
titled.... In devising retrospective relief for viola- 
tion of the proxy rules, the federal courts should 
consider the same factors that would govern the re- 
lief granted for any similar illegality or fraud... . 
In eelecting a remedy the lower courts should exer- 
cise ‘the sound discretion which guides the deter- 
minations of courts of equity,’ keeping in mind the 
role of equity as ‘the instrument for nice adjustment 
and reconciliation between the public interest and 
private needs as well as between competing private 
claims.’ 396 U.S” at 386, quoting Hecht Co. v. 
Bowles, 321 U.S., at 329, 

Considering further the remedies which might be ordered, 
we observed that “the merger should be set aside only 
if @ court of equity concludes, from all the circumstances, 
that it would be equitable to do so,” and that “damages 
should be recoverable only to the extent that they can be 
shown.” 396 U.S., at 388, 389. 

Mills could not be plainer in holding that the questions 
of liability and relief are separate in private actions under 
the Securities Laws, and that the latter is to be deter- 
mined according to traditional principles. Thus, the fact 
that respondent is pursuing a cause of action which has 
been generally recognized to serve the public interest pro- 
vides no basis for concluding that it is relieved of showing 
irreparable harm and 
injunctive relief 


other usual prerequisites for 
Accordingly, the judgment of the 


Court of Appeals is reversed and the case is remanded 
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to it with directions to reinstate the judgment of the 
District Court. 


So ordered. 


Mar, Justice MARSHALL dissents. 


Mr. Justice Brennan, with whom Mr 
DovuGuias joins, dissenting 


JusTICcE 


I dissent. Judge Pell, dissenting below, correctly in my 
view, read the decision of the Court of Appeals to con- 
strue the Williams Act, as I also construe it, to author- 
ize injunctive relief upon the application of the manage- 
ment interests “irrespective of motivation, irrespective 
of irreparable harm to the corporation, and irresp ‘tive 
of whether the purchases were detrimental to investors 
in the cospany’s stock. The violation timewise is . . 
all that is needed to trigger this result.” 500 F. 2d, at 
1018. In other words, the Williams Act is a prophylactic 
measure conceived by Congress as necessary to effect the 
congressional objective “that investors and management 
be notified at the earliest possible moment of the poten- 
tial for a shift in corporate control.” 500 F. 2d, at 1016. 
The violation itself establishes the actionable harm and 
no showing of other harm is necessary to eocure injunc- 
tive relief. Today’s holding completely undermines the 
congressional purpose to preclude inquiry into the resulte 
of the violation. 


DAVID E. BECKWITH, Milwaukee, Wis. (MAURICE J 
McSWEENEY, LYMAN A. PRECOURT and RICHARD H 
PORTER, with him on the brief) for petitioner; LAURENCE C. HAM- 
MOND, JR., Milwaukee, Wis. (JAMES A. URDAN, W. STUART 
PARSONS, BRUCE ©, DAVIDSON and DARRYL S. BELL, with 
him on the brief) for respondent 


No. 73-1908 


stewart S. Cort et al., 
Petitioners, 
v. 
Richard A. Ash, etc. 


On Writ of Certiorari to the 
United States Court of Appeals 
for the Third Circuit. 


{June 17, 1975] 
Syllabus 


Respondent stockholder brought this action seeking damages in favor 
of petitioner Bethlehem Steel Corp, a Delaware corporation, and 
injunctive relief because of advertmementa in connection with the 
1972 Presidential election that petitioner corporate directors, had 
authorized from general corporate funds in alleged violation of 18 
U. 8. C. §610, which prohibits corporations from making con- 
tributions or expenditures in connection with specified federal 
elections. Respondent alleged junsdiction under 28 U. 8. C 
§ 1331 and sought to state a private claim for relief under 18 
U. 8. C. § 610, and also invoked pendent jurisdiction for an ultra 
vires claim under Delaware law. The District Court's denial of a 
preliminary injunction was upheld on appeal, following which 
respondent dropped the pendent claim rather than post security 
for expenses under state law before proceeding with that claim 
The District Court then granted petitioners’ motion for summary 

* judgment. The Court of Appeals reversed, holding that the pas-~ 


The United States LAW WEEK 


idential electors . . 


43 LW 4773 


sage of the election had noi mooted the case since damages were 
sought and that “a private cause of action, whether brought by a 
citizen to secure injunctive relief or by a stockholder to secure 
injunctive or derivative damage relief [is] proper to 
remedy violation of § 610." After the Court of Appeals decision 
Congress enacted the Federal Election Campaign Act Amendments 
of 1974 (hereinafter the Amendments), under which, inter aii, 
the Federal Election Commission can receive citizen complaints 
of statutory violations and where warranted request the Attorney 
General to seek injunctive action. Held 

1. The Amendments constitute an intervening law that rele- 
gates to the Commission’s cognizance respondent's complaint as 
citizen or stockholder for mjunctive relief against any alleged 
violations of § 610 in future elections, since this Court must ex- 
amine this case according to the law existing at the time of its 
decision. United States v. Schooner Peggy, 1 Cranch 103, 110; 
Bradley v. Richmond School Board, 416 U. 8. 696, 711 


2. Respondent stockholder’s derivative suit with regard to the 
alleged 1972 violation cannot be implied under 18 U. 8. C. § 610, 
and respondent's remedy, if any, must be under Delaware's 
corporation law 

(a) Section 610 was primarily concerned, not with the internal 
relations between corporations and stockholders, but with cor- 
Pporations as a source of aggregated wealth and therefore of po- 
tential corrupting influence; thus this statute differs from other 
criminal statutes in which private causes of action have been 
inferred because of a clearly articulated federal right in the plain- 
tiff, e. g., Bivens v. Siz Unknown Federal Narcotics Agents, 402 
U. 8. 388, or a pervasive legislative scheme governing the rela- 
tionship between the plaintiff class and the defendant class in a 
particular regard, ¢. g., J. 1. Case Co. v. Borak, 377 U. 8. 426 


(b) The legislative history of § 610 suggests no congressional 
intention to vest in corporate shareholders a federal right to dam- 
ages for a violation of the statute 

(c) A private remedy would not further the statutory purpose 
of dulling corporate influence on federal electiors since any com- 
pelled repayment to the corporation might well not deter the 
initial violation. 

(d) The cause of action is one traditionally relegated to state 
law in an area of primarily state concern. In addition to the 
wdtra vires claum urged by respondent the alleged misuse of cor- 
porate funds might, under the law of some States, give rise to 
a cause of action for breach of a fiduciary duty 

496 F. 2d 416, ersed 


Brennan, J., delivered the opinion for a unanimous Court 


Mr. Justice Brennan delivered the opinion of the 


Court. 


There are other questions, but the principal issue pre- 
sented for decision is whether a private cause of action 
for damages against corporate directors is to be implied 
in favor of a corporate stockholder under 18 U. 8. ¢ 
§ 610, a criminal statute prohibiting corporations fro 
making “a contribution or expenditure in connection 
with any election at which Presidential and Vice Pres- 


. are to be voted for.”* We con- 


' Title 18 U. 8. C. §610 provided as follows when this suit was 
filed 


“Contributions or expenditures by national banks, corporations or 
labor organizations 

“It is unlawful for any national bank, or any corporation orga- 
nized by authority of any '*. of Congress, to make a contribution 
or expenditure in connection with any election to any political office, 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff 
-Ve=- 
M. A. SELF, et al., | 
| 
Defendants Civil Action No. 
75-131 
NOTICE OF APPEAL 
BEE CHEMICAL COMPANY, 
Counterplaintiff 


-V- 
STECHER-TRAUNG-SCHMIDT CORPORATION, 


Counterdefendant. 


NOTICE IS HEREBY GIVEN that M. A. SELF, BEE CHEMICAL COMPANY 
and ARTHUR S. HECKER, defendants above named, pursuant to Title 28, | 
§1292(a)(1) of the United States Code appeal to the United States Vourt 
of Appeals for the Second Circuit from the Order of the Honorable Harold P, 
Burke enjoining these defendants, their agents, associates and persons 
acting in concert with them from directly or indirectly voting in person 
or by proxy any share of the plaintiff, STECHER-TRAUNG-SCHMIDT CORPORA- 
TION, held of record or beneficially by these defendants with respect to 
the election of directors, or any plan of merger, consolidation or sale 
of assets and any other plan to change or acquire control of the plaintiff, 
from soliciting from any of the plaintiff's shareholders any proxy consen:~ 
authorization or support to vote the common stock of plaintiff, or from 
voting any proxy or authorization now held, with respect to the election 


of directors, any plans of mergers or consolidation or sale of assets, any 
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other plan to change or acquire control of the plaintiff, from entering 
into agreements with any other shareholder of the plaintiff to obtain 
control of the plaintiff, from purchasing, acquiring or otherwise aggrega- 
ting any additional shares of the plaintiff, from using or obtaining for 
any purpose any list of plaintiff's shareholders, or disclosing information 
in any list now held by these defendants, from taking any other steps in 
furtherance of any plan to acquire control and to take over management of 
the plaintiff, which Order was entered in this action on the ljth dayd 


i June, 1975. 


By this appeal, the defendants will ask the United States Court 
\ of Appeals to vacate the Order of June 17, 1975, dissolve in all respects 
)} the preliminary injunction entered against these defendants and grant 


whatever relief the Court of Appeals deems appropriate. 


Respectfully submitted, 


HODGSON 


Se Sil 
Kenneth Sehrocder, _— C a 
1800 One M & T Plaza 


Buffalo, New York 14203 


By: 
| 


BAKER & McKENZIE 
700 Prudential Plaza 
| Chicago, Illinois 60601 


Attorneys for Defendants and Counterplaintiff 
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UNITED STATES DI 
WESTERN DISTRICT 


S 


TRICT COURT 
OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff, 
ORDER TO SHOW CAUSE 
CIVIL ACTION NO. 75-131 
M. A. SELF, BEE CHEMICAL COMPANY, 
ROULSTON & COMPANY, INC., THOMAS 
ROULSTON, ARTHUR S. HECKER and 
JOHN DOE, 


Defendants. 


Upon the annexed motion papers i: :luding the affidavit of 
Kenneth A. Payment, sworn to the 7th day of July, 1975, and attached 
Exhibits, it is hereby 

ORDERED that the defendants M. A. Self, Bee Chemical Company 

Ih, Person or by atttrne 
and Arthur S. Hecker appear/ before the Honorable Harold P. Burke, a 
Judge of this Court, at the United States Courthouse, in Rochester, 
New York, on the 14th day of July, 1975, at the hour of 10:00 o'clock 
A. M., and then and there show cause, if any there be, why this Court 
should not issue an Order dismissing the Petition of the defendants 
M. A. Self, Bee Chemical Company and Arthur S. Hecker, attached to the 
moving papers, 

AND IT IS FURTHER ORDERED that pending a hearing and decision 
on the plaintiff's motion to dismiss, the hearing and consideration of 
the defendants' Petition shall be stayed and vhe plaintiff shall not be 
required to file and serve reply papers pending decision on the plain- 


tiff's motion to dismiss, 
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Order to Show Cause. 


AND IT IS FURTHER ORDERED that service on the defendants’ 
attorneys by ordinary mail on or before July ¥ , 1975, shall be due 
and sufficient notice. 


Dated: July 7 , 1975 
Rochester, New York 


2} , +? 
S/arxolk Tt Pr ke Ss/ 


N “Harole P. Burke, U. S.’D. J. 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 
Plaintiff, 
-vVs- ; 
MOTION TO DISMISS 


M. A. SELF, BEE CHEMICAL COMPANY, 
ROULSTON §& COMPANY, INC., THOMAS 
ROULSTON, ARTHUR S. HECKER and 
JOHN DOE, 


Civil Action No. 75-1... 


Defendants. 


Upon the attached affidavit of Kenneth A. Payment, Esq., and 
exhit “s all sworn to the 7th day of July, 1975, the plaintiff by 
its attorneys, respectfully moves the Court for: 

1. An order dismissing the Petition of the defendants M. A. 
Self, Bee Chemical Company, and .rthur S. Hecker, which Petition 
requests this Court to reconsider its Decision and Order dated June 
17, 1975, and entered June 18, 1975. The ground for said motion by 
the plaintiff is that the District Court lacks jurisdiction to con- 
sider the defendants' Petition during the pendency of an appeal 
filed by them. 

2. An order to show cause fixing the hearing date for the 
plaintiff's motion and staying the consideration of the defendants’ 
Petition pending a decision on the plaintiff's motion to dismiss 
and relieving plaintiff of the requirement to cile and serve an 
answering affidavit to the defendants' Petition pending further 


order of this Court. 
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Motion to Dismiss. 


HARTER, SECREST & EMERY 


f , ff | 

By: a ae a | va 

~ Kenneth AY Payment > 
Member of the Firm 
Attorneys for Plaintirfr 
Office ar’ Post Office Address 
700 Midtown Tower 
Rochester, New York 14620 
(716) 232-6500 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


STECHER-TRAUNG-SCHMIDT CORPORATION, 
Plaintiff, 
-vs- 
M.A. SELF, BEE CHEMICAL COMPANY, 
ROULSTON & COMPANY, INC., THOMAS 
ROULSTON, ARTHUR S. HECKER and 


JOHN DOE, 
Defendants. 


STATE OF NEW YORK ) 
COUNTY OF MONROE ) _ SS: 

KENNETH A. PAYMENT, being duly sworn, dé .oses and says: 

bs I am an attorney duly admitted to practice law in 
the State of New York and I am a member of the law firm of 
Harter, Secrest & Emery, attorneys for the plaintiff in the 
above action. 

2. I make this affidavit in support of plaintiff'e 
m..on to dismiss the "petition" of the defendants M.A. Self, 
Bee Chemical Company and Arthur S. Hecker for reconsideration 
of the order of Juiue 17, 1975 granting the plaintiff's 
preliminary injunction. 

i On June 30, 1975, I received from the District Court 
Clerk a copy of a notice of appeal with notice of filing on 
June 27, 1975. A copy of the Clerk's letter and notice of 


appeal are annexec hereto as Exhibit "A". 
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4. Also on June 30, 1375 I receiveu from Kenneth 
Schroeder, Esq. a Notice of Petition and Petition requesting 
this court to reconsider its decision and order dated 
June 17, 1975 and further requesting a stay of the preliminary 
injunction pending appeal. A copy of said Notice of Petition 
and Petition is annexed hereto and made a part hereof and 
marked Exhibit "B". 

As can be noted from Exhibit "B" the Notice of Petition 
specified a return date for the hearing on July 7, 1975, a 
date on which this court does not hold motion calendar. By 
letter dated and mailed June 30, 1975, a copy of which is 
aunexed hereto as Exhibit "C", I informed Mr. Schroeder that 
{ did not consider a motion to be pending without proper 
notice of a return date. 

i On July 2, 1975 I received a letter from Mr. Schroeder 
indicating that he was amending the return date on his 
motion papers to July 14, 1975, a day on which this court 
regularly hears motions. A true copy of said letter is 
attached hereto, made a part hereof and marked Exhibit "D”". 

The letter, however, was not mailed until July 1, 1975, 
as can be noted from the postal mark on its envelope, a copy 
of which is annexed hereto and marked Exhibit "E". 

6. Based upon the above, this motion is made pursuant 


to Federal Rule 12 to dismiss tie defendants’ petition by 


virtue of the fact that the District Court now lacks subject 
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matter jurisdiction to consider an application to reconsider 
its order dated June 17 and entered June 18, 1975. 

7. Upon the filing of a notice of appeal to the Court of 
Appeals, the Federal District Court loses jurisdiction over the 
particular matter on appeal. 9 Moore; Federal Practice, Paragraph 
203.11; Merritt-Chapman § Scott Corp. v. City of Seattle, 281 F. 
2d 896 (9 Cir. 1960). Copies attached. 

8. The defendants' notice of appeal was filed at a time when 
there was no motion pending before this Court for the reconsidera- 
tion of its Decision and Order, by virtue of the fact that no 
notice of hearing had been served upon the parties as required by 
Federal Rules 5(a) and 6 (d). The defendants failure to serve a 
proper notice of hearing also raises the question as to whether the 
Court has jurisdiction to hear the motion on the further ground 
that a motion to alter or amend a judgment must be served not later 
than ten days after the entry of the judgment under Federal Rule 


59(e). Hulson v. Atcheson T. § S. F. Ry Co., 289 F. 2d 726 (7th 
Cir. 1961), cert. den. 82 S. Ct. 61; Nugent v. Yellow Cab Compan 


295 F. 2d 794 .7th Cir. 1961) cert. den. 82 S. Ct. 844. 
9. An order to show cause is required to assure priority to 
the consideration of the instant motion to dismiss and to relieve 


the plaintiff from the burden of replying to the EY dae motion 


a & ¢ ae 


Kenneth te meV e:7 


pending decision. 


Sworn to before me this 
gday of July, 1975. 


fx Ls ; YY le Znat 
Car 20d: Sidra WRTAS rust a 


STATE OF WN. ¥,, ©" %* county 
COMMISSION EX?IRES MARCH 30, 19 Ta 
- y - =, 
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Jonw K. ADAMS, CLERK 


OFFICE OF THE CLERK 


UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 
UNITED STATES COURTHOUSE 
NIAGARA SQUARE 
BUFFALO, N. Y. 14202 


June 27, 1975 


H. Esnneth Schroeder, Jr., Esq. 

Hodgson, Russ, Andrews, Woods & Goodyear 
1800 One M & T Plaza 

Buffalo, New York 14203 


Re: Stecher-Traung-Schmidt Corp. v. 
M. A. Self, et al. - Civ-75-131 


a a ee i ny 


Dear Sir: 


Reference is made to your notice of appeal which was 
filed on June 27, 1975 - We are enclosing Forms C and D 
which must be filed with the Clerk of the Court of Appeals 
within ten days after filing the notice of appeal. These 
forms are self-explanatory and we are enclosing a sufficient 
number to enable you to make the required distribution. 


Rule 10(a) of the Federal Rules of Appeliate Procedure 
states that the original papers and exhibits filed in the 
district court, the transcript of proceedings, if any, and a 
certified copy of the docket entries prepared by the clerk 
of the district court shall constitute the record on appeal. 


It is the practice for the clerk of the district court 
to assemble the original papers, together with exhibits which 
must be produced by the attorneys. Your attention is called 
to rule of the U.S. Court of Appeals for the Second Circuit 
relative to exhibits, a copy of which is attached. 


The attorneys of record should meet with the clerk for 
the purpose of numbering the papers and the attorney takirg 
the appeal is to prepare an index in tiiplicate of the papers 
constituting the record on appeal. 


Very truly yours 


Co Rt ar> 


JOHN. ADAMS 
vA Clerk Exhibit "Aa" 
cc: “ Kenneth A. Payment, Esq. 
cc: Johnson, Reif & Mullan 
(copy of notice of appeal and rule re exhibits attached) 


P.S. This file ia presently in our Rochester office Please ad~- 
vise if you wish to prepare the record on appeal 
Buffalo so that we may ave the fiie sent Bais orifice. 
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UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT 


a 
In the Matter of the 


Amendment of the Rules of this Court. 


—— | ee 


Part II of the Rules of this Court is amended, effective Janu- 
ary 1, 1971, by adding the following: 


§ 11. Exhibits 


(a) The district court may, by rule or order, direct that any or 
all exhibits need not be filed with the clerk upon their offer or 
receipt in evidence but may be retained in the custody of the 
attorney (or of a party not represented by an attorney) who pro- 
duced them, unless an appeal is taken, in which event the following 
provisions of this rule shall apply. 


(b) The parties are encouraged to ag~ce with respect to which 
exhibits are “necessary for the determination of the appeal.” See 
Rule 11(a). In the absence of agrecment, the appellant shall, not 
later than 15 days after the filing of the notice of appeal, serve 
on the appellee a designation of the exhibits he considers to be 
necessary. If the appellee considers other exhibits to be necessary, 
he shall serve a cross-designation upon the appellant within 10 days 
after service of appellant's designation. 


(c) Except as provided in paragraph (d), it shall be the duty 
of any attorney or party having possession of an exhibit desiynated 
pursuant to paragraph (b) of this rule, promptly to make such 
exhibit or a true copy thereof available at the office of the clerk 
of the district court. The clerk of the district court shall transmit 
all such exhibits to the clerk of the court of appeals as part of 
the record pursuant to Rule 11(b). Exhibits which have not been 
designated shall be retained by the clerk of the district court or, 
if the district court has authorized their retention by an attorney 


(1) 
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or party pursuant to paragraph (a) of this rule, by such attorney 
or party, but shall be transmitted to the clerk of the court of 
appeals on the request of that court acting on the motion of any 
judge thereof or on the motion of a party showing good cause 
for failure to include any such exhibit in his designation. 


(d) Documents of unusual bulk or weight and physical exhibits 
other than documents shall remain in the custody of the attorney 
or party who produced them. He shall permit inspection of them 
by any other party and shall be responsible for having them avail- 
able at the argument in the court of appeals if they have been 
designated, and for their later production if subsequently requested 
by the court of appeals as provided in tie last sentence of para- 
graph (c) of this rule. 


(e) This rule does not relieve the parties of their obligation 
under Rule 30 to reproduce in an appendix to their briefs or in 
a separate volume, see Rule 30(¢), exhibits (other than those de- 
scribed in paragraph (d) of this rule) to which they “wish to direct 
the particular attention of the court.” 


({) The times specified in paragraph (b) of this rule may be 
extended by the district court as provided in and subject to th< 
limitations of Rule I1(d). 


[2] 


9 * 417 


Exhibit “A” Attached to Affidavit of Payment. 


- - 
. “ 


UNITED STATES DISTRICT COURT J 
WESTERN DISTRICT OF WEW YORK ORIGINAL FILED 


cr 9 QZ 


STECHER-TRAUNG-SCIIMIDT CORPORATION, 


Plaintiff Clore 
eae 
M. A. SELF, et al., 
Defendants Civil Action No, 
75-131 


NOTICE OF APPEAL 
BEE CHEMICAL COMPANY, 


Counterplaintiff 
-V—- 
STECHER-TRAUNG-SCHMIDT CORPORATION, 


Counterdefendant. 


NOTICE IS HEREBY GIVEN that M. A. SELF, BEE CHEMICAL COMPANY 
and ARTHUR S. HECKER, defendants above named, pursuant to Title 28, 


§1292(a)(1) of the United States Code appeal to the United States Court 


of Appeals for the Second Circuit from the Order of the Honorable Harold P, 


Burke enjoining these defendants, their agents, associates and persons 
acting in concert with them from directly or indirectly voting in person 
or by proxy any share of the plaintiff, STECHER-TRAUNG-SCHMIDT CORPORA- 
TION, held of record or beneficially by these defendants with respect to 


the election of directors, or any plan of merger, consolidation or sale 


of assets and any other plan to change or acquire control of the plaintiff, 


from soliciting from any of the plaintiff's shareholders any proxy consent 
authorization or support to vote the common stock of plaintiff, or from 


voting any proxy or authorization now held, with respect to the election 


| 
| 
| 
| 
| 
| 


| 
| 
| 
| 
| 
| 
, 


° 
“3 


j 
' 
| 
| 


of directors, any plans of mergers or consolidation or sale of assets, any 


| 
! 
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other plan to change or acquire control of the plaintiff, from entering 
into agreements with any other shareholder of the plaintiff to obtain 
control of the plaintiff, from purchasing, acquiring or otherwise aggrega-- 
ting any additional shares of the plaintiff, from using or obtaining for 
any purpose any list of plaintiff's shareholders, or disclosing information 
in any list now held by these defendants, from taking any other steps in 
“furtherance of any plan to acquire control and to take over management of 


the plaintiff, which Order was entered in this action on the 17th day @ 


i 
; June, 1975. 
' 
| 


By this appeal, the defendants will ask the United States Court 
| of Appeals to vacate the Order of June 17, 1975, dissolve in all respects 
the preliminary injunction en ved against these defendants ana grant 
| 
{ 


| whatever relief the Court of Apneals deems appropriate. 


Respectfully submitted, 


HODGSON 


| 
t By: 
| 
| 
| 
| 


H. Kenneth Schroeder, 
1800 One M & T Plaza 
Buffalo, New York 14203 


f BAKER & McKENZIE 
700 Prudential Plaza 
Chicago, Illinois 60601 


‘ 


| 

Attorneys for Defendants and Counterplaintif! 
| 

| 

' 
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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF NEW YORK 


ee UEEE IEEE ae 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Plaintiff 
-V- 

M. A. SELF, et al., 

Defendants Civil Action Ne. 
75-131 

BA REM ESE: NOTICE OF 

BEE CHEMICAL COMPANY, PETITION 
Counterplaintiff 


Y= 
STECHER-TRAUNG-SCHMIDT CORPORATION, 


Counterdefendant. 


PLEASE TAKE NOTICE that the Petitioners, M. A. SELF, BEE 
CHEMICAL COMPANY and ARTHUR S. HECKER, by their undersigned attorneys, 
will move this Court at a motion term thereof to be held at the United 
States Courthouse in the City of Rochester, New York on the 7th day of 
July, 1974 at 10:00 a.m. or as soon thereafter as counsel can be heard 
for rec nsideration of the Order of June 17, 1975 granting a preliminary 
injunction to the plaintiff against the defendants, M. A. SELF, BEE 
CHEMICAL COMPANY and ARTHUR S. HECKER, or, in the alternative, that the 
Court stay the preliminary injunction granted in said Order pending 
appeal therefrom. 


Dated: Buffalo, New York 
June 26, 1975 


HODGSON, PUSS, ANDREWS, WOODS & GOODYEAR 


By 
H. Kenneth Schroeder, Jr. * 
1800 One M & T Plaza 


Buffalo, New York 14203 
Exhibit "Bp" 
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BAKER & McKENZIE 
700 Prudential Plaza 
Chicago, Illinois 60601 


Attorneys for Defendants and Counter- 
plaintiff 


KENNETH A. PAYMENT, ESQ. 
HARTER, SECREST & EMERY 
700 Midtown Tower 
Rochester, New York 14604 


BYRON JOHNSON, ESQ. 
JOHNSON, REIF & MULLAN, P.C. 
47 South Fitzhugh Street 
Rochester, New York 14614 


. NORMAN S. JEAVONS, ESQ. 
BAKER, HOSTETLER & PATTERSON 
Union Commerce Building 
Cleveland, Ohio 44115 
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ITED STATES DISTRICT COURT 
TERN DISTRICY OF NEW YORK 
STECHER-TRAUNG-SCHMIDT CORPORATION, 


Pla.atiff 


Defendants 


BEE CHEMICAL COMPANY, 


Counterplaintiff 


STECHER-TRAUNG-SCHMIDT CORPORATION, 


Counterdefendant. 


PETITION FOR RECOWNSI- 
DERATION OF THE ORDER! 
OF JUNE 17, 1975 ! 
GRANTING THE PLAINTIFF 
PRELIMINARY INJUNCTION 
AGAINST M. A. SELF, | 
BEE CHEMICAL COMPANY, 

AND ARTHUR S. HECKER : 
AND IN THE ALTERNATIVE 
AN APPLICATION FOR A 

STAY OF THE PRELIMINAR 
INJUNCTION PENDING AN: 
APPEAL FROM THE ORDER, 


OF JUNE 17, 1975 t 


NOW, the defendants, M. A. SELF, BEE CHEMICAL COMPANY and 


ARTHUR S. HECKER, by and through their attorneys in this regard, 


Hodgson, Russ, Andrews, Woods & Goodyear and Baker & McKenzie, 


petition this Court to reconsider its entry of a preliminary injunction 


against these defendants as set forth in this Court's Order and Decision 


of June 17, 1975, and, upon reconsideration to dissolve said preliminary 


injunction and enter <. Order denying the plaintiff, Stecher-Traung- 


Schmidt Corporation's request for preliminary injunction. In support 


thereof these defendants state as follows: 


1. That the Court has misapprehended and misconstrued the 


facts as contained in the pleadings and affidavits filed herein. 


re That the Court has erred in concluding that there is a 


422 
Exhibit “B” Attached to Alfidavit of Payment. 


| 
= | 
likelihood that plaintiff will succeed in its action. 


36 That the Court has erred in its conclusion that these 
defendants and the other defendants in this action constitute a group 
of the type intended to be ccvered by §13(d) of the Securities @xchange 


Act of 1934. 


4, That the Court has erred in its conclusion that the 


pleintiff is likely to sustain irreparable damage. 


5. That the pleadings and affidavits filed by the plaintiff 


—————— 


in this cause fail to show any irreparable harm to plaintiff or any 


likelihood that plaintiff will sustain irweparable harm. 


6. That this Court's opinion and Order are based upon a 
misinterpretation of §13(d) of the Securities Exchange Act of 1934 and 


the case law interpreting §13(d). 


Yi That on June 27, 1975, Bee Chemical Company filed with the 


Securities and Exchange Commission and sent to Stecher-Traung-Schmidt 


——————— 


Corporation a schedule 13D, which schedule was filed under protest and 
solely as a result of this Court's erroneous conclusions contained in 


| 
its opinion of June lj, 1975. A copy of said schedule is attached hereto 
as Exhibit A. 


8. That this Court has not or may not have had an opportunity 
to consider the fairly recent United States Supreme Court de ‘ision in 
Rondeau v. Mosinee Paper Corporation, a copy of which decision is attached! 


hereto and made a part hereof. 
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| 
| 
9. The plaintiff, Stecher-Traung-Schmidt Corporation, has reliex 

| 


to a substantial extent upon the Seventh Circuit Court of Appeals decision’ 


in Rondeau v. Mosinee Paper Corporation, which decision of the Seventh 


Circuit Court of Appeals has now been reversed by the Supreme Court of 


| 
the United States in its decision of June 17, 1975. | 


WHEREFORE, these defendants, M. A. SELF, BEX CHEMICAL COMPAIIY 


and ARIT..UR S. HECKER, respectfully pray as follows: 


a. That this Court reconsider its Decision and Order of 
June 17, 1975 and, upon reconsideration, vacate said Order and enter an 
Order denying the plaintiff, Stecher-Traung-Schmidt Corporation's 


request for a preliminary injunction. 


b. That in event this Court fails to reconsider its Decision 
and Order or refused to vacate said Order and deny the plaintiff's 
application for a preliminary injunction, this Court enter an Order 
staying the preliminary injunction entered against these defendants 
during the pendency of the appeal from this Court's Order and Decision 
of June 17, 1975 and stay all further proceedings in this Court during 


the pendency of the appeal. 


June 26, 1975 
M. A. SELF, BEE CHEMICAL COMPANY and 
ARTHUR S. HECKER, Petitioners, by: 


HCDGSON, RUSS, ANDREWS, WOODS & GOODYEAR 


By oy ly 
nm. Kennet chroeder, Jr 


1800 One M & T Plaza 
Buffalo, New York 14203 


BAKER & McKENZIE 

700 Prudential Plaza 

Chicag~. Illinois 60601 

Attorneys for lefendarts & Counterplainti 


| 
| 
| 
| 
| 
Dated: Buffalo, New York | 
f 
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SECURITIES AND EXCHANGE COMMISSION 


Washington, D.C. 20549 


Schedule 23D 


Stetement filed pursuant to 
‘Section 13(¢)(1) of the Secyrities 
Exchange Act of 1934: 


~ Notices and Conmunications with respect 
to this Statenent should be sent to: 


Bee Chenical Company 
2700 East LOTth Setrcet 
Lansing, Iiliaois 69438 


Attn: M.A. Seli 


EXHIBIT A 
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This Statement is filed to provide the information 


called for by Section 13(d)(1). of the Securities Exchange Act 
of 1934 and Rule 13d-1 thereunder as a result of the decision 
rendered on June 17, 1975 in sn action entitled Stecher-Traune- 
Schmidt Corporation vs. M.A. Self, et al. (United States 
Districe Court, Western District of New York, Civil Action 
No.75-131) that the reporting persons hereunder consticuted 
part of a group of the type intended to be covered by said 
Section 13(d). By this Statement the reporting persons here- 
under neither admit the applicability to them of said Section 
13(d)(1) or Rule l3d-1 or intend that such an admission can be 
inferred herefrom, nor do they adait that they or any of then 
with any other person constitute s group for purposes of aaid 
Section 13. A petition for reconsideration of said Court's 
order and an appeal therefrom to the United Sraces Court of 
Appeals for the Second Circuit have been filed on June 27, 1973. 


Ites 1. Security and Issuer 


This Statement relaces td the shares of Commoa Stock of | 
Stecher-Traung-Schoidt Corporation ("STS"), 274 North Goodman 


Street, Rochester, Sew York. 


28¢@n. 2.9 


denatity and Bacxzround 


This Stacezent is dSeing fiied by Bee Chenical Company, 


2799 Ess: 107th Street, Lansing, Illinois. Bee Chesical Conpany 


a RESTS A <I 7S SE 6 SEDO: SE, SDE ESET SE FAN AO ST P S S  Sa Os 
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is a manufacturer engaged ta che fleld af coatings, 1243, 
princing and coating of plasetic fila, inclidiag a process of 
maxing transfer labels, which tacludes all of the basic Lagre- 
dients ftavolved in the conventional priasing process. 
This Statemens is aiso deing filed dy M.A. Sait. Me. 
Self is Chairman of the Board, President and the orinactpal 
stockholder of Bae Chealeal Conpacy. We resides 2° 444 Ease 
‘ 4ch Street, Hinsdale, Llliaois. Mr. Self has seen Presideat 
of Bee Chenical Conpany since 1947. Ur. Self rcesetved a 3.35, 
dagrce in Chesical Eagineering fron che University of Sansas 
in 1943 aad ne ts 53 years old. Prtor to foinlag Bee Chanical 
Conpany, he worked four years for Shacples Chealcals, [ac. (aow 
Pannwalt) in research and aarzet developnenct. Hr. Seli aas 
never been convicted or charged in a erininal graceeding. 
This Stacemenc is also being filed Sy Arthur S$. Soke: 
Me. Hecker is Vice Chairsan of che 3oard of Otrectors ai Sar 
Chenical Company. He resides at 540 Yoodside Avenue, 2lasdale, 
TlLlinots. Mr. Hecker nas been Vice Chatraan of che 30acd of 
. See Chenical Company since April L973. Ur. Hecker {s 27 years 
old. Mr. Hecker atrended University School La ieeebinns date 
and Babson Insticacte of Business Adainistracioa fa dellesiey, 
Massachusetcs. Mr. Hecker vas enployed vith A.W, Hecker Conpaav, 
a nanufectures of aizscrait sub-assendlies, for 22 year3. He 


served ai Presidenc of Aww. Heckec Coapany Zeaa 1958 uastt 
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19712. Mr. Hecker also was enployed with MeecLLl, Lyach, Plecee 


’ 
Fenner & Smith for ire yeac. Mr, Hecker has never Seen convices? 


or cnarged in a criminal proceeding. 


Item 3. Source aad Amount of Funds or Other Consideration 
The shares of Connon Stock of STS preseacly held Sy 
Bee Chenical Company were purchased from available cash asaets 


in the aggregate amounc of $292,587.62. 


, 


Icem 4. Purpose of Transaceton 

The purpose of the purchase by Bee Chanical Conpany 
to acquive an investment in STS, The reporelag persons do aor 
exercise control over STS. Although che purcose of che purchase 
of shares was aot Co acquire control, See Chenical Caagany froa 
che period April 1974 chrough July 17, 1974 engaged in nerger 
discussions with STS, waich were cerataated Sy STS on July L7, 
1974, Since thac date, as a stockholder of STS, Bee Chentcal 
Company has expressed {cs concern co STS managenent over che 
poor recurn on equity of STS and in toe direction ST5 vas 
pursuing by making large caplcal invesetmeancs in STS's custon 
stkbine operations, *Froa the period March 27, L975 shrouga 
April 4, 1975, Bee Chemical Coapany engaged in further discussions 
wich STS aanagesent for a cash acquislston of STS by See Chentzrat 
Company waich resulced in a proposal by See Chentcal Conpany co 
Banageaens of STS thac Bee Chealcal Cozsany was grepared to 


mane an oifer to purchase all che shares of $TS ac 39.90 per 
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shacte, LE, and only L&E, aanagenene of STS would cooperate with 
Bee Chenical Coaoany. This proposal way also conditioved soon 
receiving at lease 66-2/3% agreeacac of STS shareho! Si ER 
response to these discussions, managenenc of STS inscicuted 
dnjuctive legal proceedings againse See Chenical Conpany and 
the other reporcing persons in che Federal Hiseeias Court for 
the Western Discrict of New York in the above referenced legal 
action. 

Bee Chealcal Conpany has sought represensacion on che 
Board of Directors of STS and has sougne to acquire additional 
shares of STS in privately negotiated transactions. 

Bee Chenical Conpany has no present plans cto liquidate 
STS or sell Lts assets. Bee Chemical Comoany consicers char a 
merger or comoinacion of Bee Chenical Company and STS would ba 
of benefit co both compantes. Other chan said aerger, den 
Chemical Company coasi.ers that the eapnasis of STS on tts 
custom printiag epevactess should oe directed, in part, co z0re 
proficible lines. 8ee Chealcal Coapaay cont téues to Leow favoradix 
upon an acquisicion of STS. .t has no present plans, hawever, to 


s acquire STS without che cooperation of STS nanagenenc. 


Teen 5. Interest in Securities of the Ussuer 
Bee Chenical Conpaay is che dDeaefictal owner of 39,590 
shares (representiag no more chan 4.85%) of Common Stock cé STS 


which were purchased during the perled Septender LL, 1973 to 


January 28, 1974, No oshas regorcing gerssn of any gersoaan who 
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ifs an officer or director of Sea Chenical Congany or who is 
ar€iltaced or assoctated with any reporting persen owas any 
securities of STS. Bee Chemical Company has been Lafzorned chat 
Roulston & Conpaay, Inc. holds of racord 25,200 shares of Connon 
Stock of STS. Bee Chenical Company does not consider Roulston & 
Company, Inc. (or che bencileial owner of sald shares, che tdeaci- 
ty of whom Bee Cheatcal Company is unaware) to be an “asscclace” 
of Jee Cnenical Coapany as that tern is defined La Rule L2b-2 
under the Securities oxchange Act of 1934, 

Since Jaauary 22, LOTS ano transacctoa tu any security 
Of STS has deen effected dy Bee Chenteal Com- aay or anv of tes 


officers, directors or affiltaced personas, 


Ieen 6. es titasts, Arrangeme2a23, or Uadersraniinags WLOn Resoec: 
to Sesurtties of she Essuer 
DA AE Sgt ES SE 
Duriag the coastderazion by 3:28 ta 74 of 3ee Chenical 


Company's aerger proposal, Roulston $ Company, iac. which had 
peen eagazged by See Chenical Coapany ia’ aactiog with such 
ptososed merger, requested that ita reptesea=acion be defiined. 
By lecters dated April 19, 1974 aad May 2, 1974, See Chenical 
Company and Reulstoa & Company, Inc. indicated that Roulsron & 
Company, Lac. was being cecained to develop a aerger 9: acquisi- 
tion ior Bee Cheatesl Company with another conpacy, Lacludiag 
among other poss'uilisies, STS, for which Qculston 4 fangaay was 
to receive a vretalaer of $20,900 gizs aa editcstonal azaua: of 


$60,000 snouts merger Setveen Bea Chenical Csaganz and 328 
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take f.ace. Bee Chenical Company did not request or instruct 
that Roulston & Conpany, Inc., or any of its enbacene; under- 
take any action to aggregate or pool STS Common Stock. 

The Court in the above referenced legal action by SiS 
has indicated that it is likely by such arrangement that Bee 
Chemical Company and Roulston & Company, Inc. constituted a 
group for purposes of Section 13(d) of the Securities Exchange 
Act of 1934 and has granted prelinainary injunctive relief. 3ee 
Chenical Company, of course, disagrees vith this erroneous 
conclusion and has proceeded with a petition for reconsideration 


.and an appeal fron this ruling. 


Iten 7. Persons Retained, Enployed or to be Conpensated 


Not Applicable. 


Ztes 8. Matertal to be Filed as Exhibits 


Not. Applicable. : 


a ne, 
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SIGNATURE 


I certify that to the best of my knowledge and belief 
the informacion set forth in this Statement is true, complete 


and correct. 


June 27, 1975 BEE CHEMICAL COMPANY 


By /s/ M.A. Self 
H.A. Self 


- Jaf M.A. Self 
RO EE ELS ER OTe A SOT ED 


MM... Self 


/e/ Arthur S. Recker 
Arthur S$. Recker 
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onc. Because I think that the District Court's miscon- 
struction of the statute prejudiced petitioner in this case 
and may continue to do mischief in future prosecutions 
brought under $5S71, I would reverse on this ground 
rather than or the Solicitor Gencral’s confession of error. 


RALPH W. PARNELL, Shreveport, Louisiana (DAVID B. 
CLINKENBEARD and NAFF, KENNEDY, GOODMAN, 
STEPHENS, DONOVAN & PARNELL, with him on the brief) for 
petitioner. ALLAN ABHOTT TUT “LF. Assistant to the Solicitor 
General (ROBERT H. BORK, Solicitor General, JOHN KEENLY, Act- 
ing Assistant Attorney General, A. RAYMOND RANDOLPI, JR.. 
Deputy Solicitor Genvrat, WILLIAM L. PATTON, Assistant to the 
Solicitor General, and MARSHALL TAMOK GOLDING. Justice 
Dept. attorney, with him on the bricf) for respondent. 


No. 74-415 
Francis A. Rondeau, + On Writ of Certiorari to the 
Petitioner, United States Court of 
v. Appeals for the Seventh 


Mosinee Paper Corporation.) Circuit. 


{June 17, 1975] 
Syllabus 


Respondent corporation brought this action against petitioner to 
enjoin him from voting or pledging his stock in respondent and 
from acquiring additional shares, ard requnring him to divest him- 

. self of the stock that he already owned. Respondent chimed 
that the failure of petitioner, who had acquired more than 57 
of respondent's stock, to make timely disclosure as required by 
$13 (d) of the Williams “1 was a scheine to defraud reepondent 
and its stockholders. Petitioner, who had filed the disclosure 
schedule about three months after the statutory filing time, con- 
tended that the Williains Act violation, which he readily con- 
ceded, remilted from his lack of familiarity with the securities 
laws, and that ncither respondent nor its sharcholders had been 
harmed. The District Court granted petitioner's motion for 
summary judgment, having found no material ieurs of fact re- 
garding petitioner's lack of willfulnes: in failing to make a timely 
filing and no basis in the record for disputing petitioner's claim 
tht he first considered the possibility of obtaining control of 
respondent sometime after he discovered his filing obligation. It 
eoncinded that respondent had suffered no cognizable harm from 
the late Bling snd that thix was net an appropriate ease in which 
to grant injunctive relief. The Cours of Appeals reversed, con- 
cluding that respondent was harmed by haviog been delayed in 
its efforts to respond to petitioner's potential to obtain contro! 
of the company but that, in any event, respondent was not re- 
quired to show irreparable hirm as a prerequivite to obtaining 
permanent injunctive relief xiner as the eecurities’ ever, re- 
gpondent was in the best position to assure that the Willian 
Act's filing requirements were bemg timely and fully eompliec 
with. Meld: A showing of irreparable harm, in accordance with 
traditional principles of equity, ix neccesary Lefore a private liti- 
gant can obtain injunctive relief based upon §13(d) of the 
Willizmas Act. 

(2} The Court of Appeals erred in concluding that respondent 
suffered “harm” because of petitioner’s technical default, since 
petitioner has not attempted to obtain control of respondent, 
has now made proper diselorwre, and has given no indication that 
he will not report any material changes in his disclosure scliedule. 


(b) Persons who ailegeily sold their stock to petitioner at 
unfairly deprewed predisclosure prices have adequate remedies by 
an action for damages, and thee who would not have invested, 


had they thought a takeover bid was imminent, are not threatened 
with injury. 

(c) The District Court was entirely correct im insisting that 
respondent satisfy the traditional prerequisites of extraordinary 
equitable relief by establishing irreparable harm, and it conelu~ 
sions that petitioner acted in good faith and promptly filed a 
disclosure schedule when he became aware of his obligation to do 
60 support the exercise of that Court's sound judicial diseretion 
to deny the application for an injunction, relief that is historically 
“designed to deter, not to punish.” J/echt Co. v. Bowles, 321 
VU. S. 321, 329 

(d) Rexpondent is not relieved of the burden of cetablishing 
those prerequisites simply because: it is asserting a so-called im- 
plied private right of action under the Williams Act. 

800 F. 2d 1011, reversed and remanded. 


Burcer, C. J, delivered the opinion of the Court, in which 
Srewarr, Wurtz, Buacxu' <, Powett, and Reunquist, JJ., joined. 
Brexnax, J., filed a dissenting opinion, in which Dovutas, J, 
joined. Manrsnaut, J., dissented, 


Mr. Cuter Justice Burcer delivered the opinion of 
the Court. 


We granted certiorari in this case to determine 
whether a showing of irreparable harm is necessary for 
& private litigant to obtain injunctive relief in a suit 
under §13(d) of the Williams Act, 15 J. S. C. §7Sm 
(d). The Court of Appeals held that it was not. We 
reverse. 


I 


Respondent Mosinee Paper Corjoration is a Wiscon- 
sin company engaged in the manufacture and sale of 
paper, paper products, and plastics. Its principal place 
of business is located in Mosinee, Wisconsin, and its only 
class of equity security is common stock which is regis- 
tered under § 12 of the Securities Exchange Act of 1934, 
15 U.S.C. §78l. At all times relevant to this litiga- 
tion there were slightly more than 300,000 shares of 
such stock outstanding. 

In April 1971 petitioner Francis A. Rondeau, a Mosi- 
ree businessman, began making large purchases of re- 
spondent’s common stock ja the over-the-counter mar- 
ket. Some of the purchases were in his own name; 
others were in the name of businesses and a foundation 
known to be controlled by him. By May 17, 1971, peti- 
tioner had acquired 49,413 shares of respondent’s stock, 
which constituted more than 5% of those outstanding. 
He was therefore required to comply with the disclosure 
provisions of the Williams Act," by filing a Schedule 13D 


3 The Williams Act, which amended the Securities Exchange Act 
of 1934, provides in rclevant part: 

“(d)(1) Any persan who, after acquiring directly or indireetly the 
beneficial ownership of any equity sceurity of a class which is reg- 
istered pursuant to Section 12 of this title, or any eqpity security of 
an insurance company which would have been required to be so rec- 
istered except for the exemption contained in Section 12 (¢)(2)(G) 
of this title, or any equity security ikeeued by a closed-end investment 
company registered under the Invesiment Company Act of 1901, is 
directly or indirectly the beneficial owner of more than 5 per centum 
of such class shall, within ten days after such acquixition, send to 
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with respondent and the Securities and Exchange Com- 
mission within 10 days. That form would have dis- 
closed, among other things, the number of shares bene- 
ficially owned by petitioner, the source of the funds used 
to purchase them, and petitioner’s purpose in making 
the purchases. 

Petitioner did not file a Schedule 13D but continued 
to purchase subs:. ntial blocks of respondent's stock; by 
July 30, 1971, he had acquired more han 60,000 shares. 
On that date the chairman of respondent's board of di- 
rectors informed him by Ietter that his activity had 
“given rise to numerous rumors” and “seems to have 
created some problems undcr the Federal Securities 
Laws . Upon receiving the letter petitioner im- 
mediately stopped placing orders for respondent’s stock 
and consulted his attorncy.”. On August 25, 1971, he 
filed a Schedule 13D which, in addition to the other 
required disclosures, described the “Purpose of Trans- 
action” as follows: 


cee 


the issuer of the eccurity at its principal executive office, by reg- 
istered or certified mail, send to each exchange where the security 
is traded, and file with the Commission, a statement containing such 
of the following information, and such additional information, as the 
Commission may by rules and regulations prescribe as necessary 
er appropriate in the public interest or for the protection of 
investors— 

“(A) the background and identity of all persons by whom of on 
whose bel:alf the purchases have been or are to be effected; 

“(B) the source and amount of the funds or other co’ “eration 
used or to be used in making the - urchases, and if any ; * the 
purchase price or proposed pure’ .s¢ price is represented .. s to be 
Tepresented by funds or other consideration borrowed or otherwise 
obtained for the purpose of acquiring, holding, or trading euch 
security, a description of the transaction and the names of the 
parties thereto, except that where a source of funds is a loan made 
in the ordinary course of business by a bank, as defined in Section 
3 (a) (6) of this title, if the person filing suc’ statement so requests, 
the name of the bank, shall not Le made available to the public; 

“(C) if the purpose of the purchasers or prospective purchases is 
to acquire control of the business of the issuer of the securities, any 
plans or proposals which such persons may have to liquidate such 
issuer, to sell its asscts to or merge it with any other persons, or to 
make sny other major change in its business or corporate structure; 

“(D) the number of shares of such security which are benefi- 
cialy owned, and the number of shares concerning which there is a 
Tight to acquire, directly or indirectly, by (i) such person, and (ii) 
by each associate of such person, giving the name and address of 
each such associate; and 

“(E) information as to any contracts arrangements or understand- 

ings with any person with respect to any see ‘ies of the issuer, 
including but not limited to transfer of any of the securities, joint 
ventures, loan of option arrangrucnts, puts or calls, guarantics of 
loans, guaranties against loss or guaranties of profits, division of 
losses or profits, or the giving or withholding of proxies, naming the 
Persons with whom such contracts, arrangemerts, or understandings 
have been enterrd into, and giving the details thereof.” 82 Stat. 
454, 456; 15 U.S. C. § 7Sm(d). 
The Commission requires che purpose of the tranmection to be dis- 
cloeed iu every Schedule 13D, regardless of an intention to acquire 
control and make major changes in its structure. Sce 17 CFR 
§ 240, 134-1, -101 (1974). 

* Although sume outstanding onlers were filled after July 30, 
1971, petitioner placed no new orders fur respondent's steck after 
that date, 
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“Francis A. Rondeau determined during carly part 
of 1971 that the common stock of Issucr [respond- 
ent] was undervalued in the over-the-counter mar- 
ket and represented a good investment vehicle for 
future income and appreciation. Francis A. Ron- 
deau and his associates presently propose to scck 
to acquire additional common stock of the Issuer in 
order to obtain cflective control of the Issucr, but 
such investments as originally determined were and 
are not necessarily made with this objective in mind. 
Consideration is currently being given to making a 
public cash tender offer to the shareholders of the 
Issuer at a price which will reficct current quoted 
prices for such stock with some premium added.” 


Petitioner also stated that, in the event that he did ob- 
tain control of respondent, he would consider making 
changes in management “in an effort to provide a Board 
of Directors which is more representative of all of the 
shareholders, particularly those outside of present man- 
agement ....” One month later petitioner amended 
the form to reflect more accurately the allocation of 
shares between himself and his companies. 

On August 27 respondent sent a letter to its share- 
holders informing them of the disclosures in petitioner’s 
Schedule 13L.” The letter stated that by his “tardy 
filing” petitioner had “withheld the information to which 
you [the shareholders] were entitled for more than two 
months, in violation of federal law.” In addition, while 
agreeing that “recent market prices have not reflected 
the real value of your Mosince stock,” respondent's man- 
agement could “sce little in Mr. Rondeau's background 
that would qualify him to offer any meaningful guid- 
ance to a Company in the highly technical and com- 
petitive paper industry.” 

Six days jater respondent initiated chis suit in the 
United States District Court for the Western District of 
Wisconsin. Its complaint named petitioner, his com- 
paniez, and .o banks which had financed some of peti- 
tioner’s purchases as defendants and alleged that they 
were engaged in a scheme to defraud respondent and its 
shareholders in violation of the securities laws, It alleged 
further that shareholders who had “sold shares without 
the information which defendants were required to dis- 
close lacked information material to their decision to scl 
or hold,” and that respondent “was unable to cominuni- 
eate such information to its sharcholders, and to take 
such actions as thei interest: required.” Respondent 
prayed for an injunction prohibiting petitioner and his 
eodefendants from voting or pledging their stock and 
from acquiring additior al shares, requiring them to divest 
themselves of stock which they already owned, and for 
damages. A motion for a preliminary injunction was 
filed with the complaint but later withdrawn. 


® Respondent simuttanrowdy sued 3 Prevs release containing the 
same information. Almost ianmmetiitely the price of its stock jumped 
to $19-S21 per share. A few days later it dropped Lack to the pre- 
vailing price of $12.50-$14.00 per share, where it remained. 
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After three months of pretrial proceedings petitioner 
moved for summary judgment. He readily conceded 
that he had violated the Williams Act, but contended 
that the violation was duc to a lack of familiarity with 
the secnritics laws and that neither respondent nor its 
sharcholders had been harmed. The District Court 
agreed. It found no material issues of fact to exist re- 
garding petitioner's lack of willfulness in failing to timely 
file a Schedule 13D, concluding that he discovered his 
obligation to do so on July 30, 1971 and that there was 
no basis in the record for disputing his claim that he first 
considered the possibility of obtaining control of respond- 
ent some time after that date. The District Court there- 
fore held that petitioner and his codefendants “did not 
engage in intentional covert, and conspiratorial conduct 
in failing to timely file the 13D Schedule.” * 

Similarly, although accepting respondent’s ccntention 
that its management and sharcholders suffered anxiety 
as a result of petitioner's activities and that this anxicty 

* was exacerbated by his failure to disclose his intentions 
until August 1971, the District Court concluded that 
similar anxiety “could be expected to accompany any 
change in management,” and was “a predictable couse- 
quence of sharcholder democracy.” It fell far short of 
the irreparable harm necessary to support an injunction 
and no other harm was revealed by the record; as 
amended, petitioner's Schedule 13D disclosed all of the 
information to which respondent was entitled, and he 
had not proceeded with a tender offer. Morcover, in the 
view of the District Court even if a showing of irrepara- 
ble harm were not required in all cases under the securi- 
ties laws, petitioner’s lack of bad faith and the absence 
of damage to respondent made this “a particularly in- 

appropriate occasion to fashion equitable relief... .” 

Thus, although petitioner iad committed a technical vio~ 

lation of the Williams Act, the District Court held that 

respondent was entitled to no relief and enered summary 

judgment against it.* 

The Court of Appeals reversed with one judge dis- 
senting. The majority stated that it was “giving effect” 
to the District Court’s findings regarding the circum- 


* The District Court pointed wut that prior to December 10, 1970, 
a Schedule 13D was not required until a person's Loldings exceeded 
10% of a corporation's vutstanding equity securities, see Pub. L. 
No. 91-567, 84 Stat. 1497, and eredited petitioner's testimony that 
he believed the 1064 requirement was still in effect at the time he 
made his purchases. Indeed, the chairman of respondent's board 
of directors was not familiar with the Williarr= Act's filing require- 
ment nntil shortly before he sent the July 39, 1971 letter. 

*The District Court alo coneluled that respondent's manige- 
ment was not unaware of petitioner's o-tivitics with reepect to its 
stock. It found that by July 1971, there was considerable “street 
talk” among brokers, bankers, and busineemen regarding his pur- 
chases and that the chairman of respondent's board had been moni- 
toring them. 

* 5° > District Court aleo diemiswed respondent's claims that peti- 
tiocer : 1 vielated other provisions of the Securities Laws. Review 
of these rulings was not sought in the Court of Appeals, and they 
are not now before us. 
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stances of petitioner's violation of the Williams Act,’ but 
concluded that those findings showed liarm to respondent 
because “it was delayed in its efforts to make any neces- 
sary response to” petitioner's potential to take control of 
the company. In any event, the majority was of the 
view that respondent “necd not show irreparable harm 
as a prerequisite to obtaining permanent injunctive relicf 
in view of the fact that as issuer of the securities it is in 
the best position to assure that the filing requirements 
of the Williams Act are being timely and fully complied 
with and to obtain speedy and forceful remedial action 
when necessary 500 F. 2d 1011, 1016-1017. The 
Cour. of Appeals remanded the case to the District Court 
with instructions that it enjoin petitioner and his co- 
defendants from further violations of the Williams Act 
and from voting the shares purchased between the due 
date of the Schedule 13D and the date of its filing for 
a period of five years. It considered “such an injunctive 
decree appropriate to neutralize [pctitioner’s) violation 
of the Act and to deny him the benefit of his wrong- 
doing.” 500 F. 2d, at 1017. 

We granted certiorari to resolve an apparent conflict 
among the courts of appeals and because of the impor- 
tance of the question presented to private actions under 
the Federal Sccuritics Laws. We disagree with the Court 
of Appes’s’ conclusion that the traditional standards for 
extraordinary equitable relief do not apply in these cir- 
cumstances, and reverse. 


I 


As in the District Court and the Court of 4 npeals, it 
is conceded here that petitioner's delay in filing the 
Schodule 13D constituted a violation of the Williams Act. 
The narrow issue before us is whether this record sup- 
ports the grant of injunctive relief, a remedy whose basis 
“in the federal courts as always been irreparable harm 
and inadequacy of legal remedics.” Beacon Theatres, 
Inc. v. Westover, 359 U. S. 500, 506-507 (1959). 

The Court of Appeals’ conclusion that respondent suf- 
fered “harm” sufficient to require sterilization of peti- 
tioner’s stock need not long detain us. The purpose of 
the Williams Act is to insure that public sharcholders 
who are confronted by a cash tender offer for their stock 
will not be required to respond without adequate infor- 
mation regarding the qualifications and intentions of the 
offering party. By requiring disclosure of information 


*The Court of Appeals also arceed with the District Court that 
the disclosures in petitioner's am-nded Schedule 13D were adequate. 

*The Senate Report deveribes the dilemma facing such a share~ 
holder as follows: 

“He has many alternat'ves. He ean tender all of his shares im- 
mediately and hope they all are purchased. However, if the offer 
is for Ices than all the outstanding shares, perhaps only a part of 
them will be taken. In the<e instances, he will remain a sharchokler 
in the company, under a new management which he has helped to 
install without knowing whether it will be good or Sad for the 
company. ‘ 

“The shareholder, as another alternative, may wait to sce if a 
Better offer develops, but if he tenders Lite, he runs the rick that 
nove of bis shares will be taken. He may also sell his shares in the 
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to the target corporation ns well as the Securities and 
Exchange Commission, Congress intended to do no more 
than give incumbent management an opportuni’ to cx- 
press and explain its position. The Congress ca, essly 
disclain.cd an intention to provide a weapon for manage- 
ment to discourage takcover bids or prevent large ac- 
cumulations of stu: wh ould create the potential 
for such attempts. ino ' “et’s draftsmen corn- 
mented u von the “extren, ‘ which was taken “to 
avoid tipping the balance y cgulation either in favor 
of management or in favor of the person making the 
takeover bid.” §. Rep. No. 550, 90th Cong., Ist Sess., 
p. 3 (1967); H. R. Rep. No. 1711, 90th Cong., 2d Sess., 
p- 4 (1968). See also Electronic Specialty Co, v. inter- 
national Controls Cor p., 409 F. 2d 937, 947 (CA2 1969). 

The short of the matter is that none of the evils to 
which the Williams Act was directed has occurred 
or is threatened in this case. Petitioner has not at- 
tempted to obtain control of respondent, either by a cash 
tender offer or any other device. Moreover, he has now 
filed a proper Schedule 13D, and there has been no sug- 
gestion hat he will fail to comply with the Act's require- 
ment of reporting any material changes in the information 
contained thercin.® 15 U. S. C. $ 78m (d)(2); 17 CFR 
§ 240.13d-2 (1974). On this record there is no likelihood 
that respondent's shareholders will be disadvantaged 
should petitioner make a tender offe~, or that respondent 
will be unable to adequately place its case before them 
should a contest for control develop. Thus, the usual 
basis for injunctive relief, “that there exists some cogni- 
zable danger of recurreut violation,” is not present here. 
United States v. W. 7. Grant Co., 345 VJ. S. 629, 633 
(1953). See also Vicksbu.g Waterworks Co. v. Vicks- 
burg, 185 U. S. 65, 82 (1902). 

Nor are we impressed by rispondent’s srgument that 
an injunction is necessary to protect the ‘nterests of its 
starcholders who either sold th cir stock t» petitioner at 
predisclosure prices or we ald nct have invested had they 
known that a takeover bid wus imminent. Brief for 
Respondent, at 13, 20-21. As observed, the principal 
object of the Williams Act is to solve the dilemma 0” 
shareholders desiring to respond to a cash tender offer, 
and it is not at all clear that the type of “harm” identi- 
fied by respondent is redressable under its provisions. 
In any event, those persons who allegedly sold at an un- 
fairly denressed price have an adequate remedy by way 


market and hope for the best. Without knowlalge of who the bidder 
is and what he plans to do, the sharcholder cannot reach an informed 
decision.” §. Rep. No. 550, 00th Cong. Ist Sem, p. 2 (1967). 

However, the Report sto reeognized “that takeover bids should 
not be discouraged heeare they serve aweful purpose in providing 
a check on entrenched bat ineficient management. Id, at 3. 

* Heeawe this case mvelves only the availability of injunctive 
relief to remedy a §:13 (dl) viokition following compliince with the 
reporting requirements, it does not reqmire ux to deride whether or 
umler what ciremo-taners a corporation coukl obtain a decree en- 
joining a shareholder who is currently in vielation of 913 (d) fran 
acquiring further shares, exercising voting nights, or launching a 
takeover bid, pending compliance with the reporting requirements, 
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of - 1 action for damages, thus negating ¢ sis for 
equitable relicf."* See Youngstown Sheet & Tuc ur. ¥. 
Sawyer, 343 U. S. 579, 595 (1952) (opinion of Frank- 
furter, J.). . Similarly, the fact that the second group of 
sharcholders for whom respondent expresses concern have 
retained the benefits of their stock and the lack of an 
imminent contest for control make the possibility of da:n- 
age te them remote at best. See Truly v. Wanzer, 5 
How. 141, 142-143 (1847). 

“Ve turn, therefore, to the Court of Appeals’ conclusion 
thst respondent's claiin was not to be judged according 
to traditional equitable principles, and that the bare 
fact that petitioner violated the Williams Act justified 
entry of an injunction against him. This position would 
seem to be foreclosed by Hecht Co. v. Bowles, 321 U.S. 
321 (1944). There, the administrator of the Emergency 
Price Control Act of 1942 brought suit to redress viola- 
tions of that statute. The fact of the violations was 
admitted, but the D‘strict Court declined to enter an 
injunction beca: cy were inadvertent and the defend- 
ant had taken immediate steps to rectify them. This 
Court held that such an exercise of equitable discretion 
was proper despite § 205,. ) of the Act, which provided 
that an injunction or other order “shall be granted” upon 
a showing of violation, obesrving: 


“We are dealing with the requirements of equity 
practice with a background of several hundred ycars 
of history.... The historic injunctive proccss was 
designed to deter, not to punish. The essence of 
equity jurisdiction has been the power of the Chan- 
cellor to do quity and to mould each decree to the 
necessities o1 .he particular case. Flexibility rather 
than rigidity has distinguished it. The qualities of 
mercy and practicality have made equity the instru- 
ment for nice adjustment and reconciliation between 
the public interest and private necds as well as be- 
tween competing private claims. We do not belicve 
that such a major departure from that long tradition 
as is here proposed should be lightly implied.” 321 
J. S., at 329-330. (Emphasis added). 


This reasoning applics a fortiori to actions involving 
only “competing private claims,” and suggests that the 
District Court here was entirely correct in insisting that 
respondent satisfy the traditional prerequisites of extraor- 
dinary equitable relief by establishing irreparable harm. 
Moreover, the District Judge's conclusions that peti- 
tioner acted! in quod faith and that he promptly filed a 
Schedule 13D when hig attent+2n was called to this obli- 
gation" support the exercise of its sound judicial dis- 


* The Court was advierd by reqendent thit eich a mit bb now 
perling in the District Court and elise artion certification las been 
sought. Although we intimate no views reganiing the merits of that 
e2se, it provides a potential «inection for petitioner's violation of 
the Williams Act which « not invignifieant. 

33 In ite brief on the merits respondent argues that “graniae inn 
of material (act exist as to the ky.owlelee, motives, purmnees and 
plans in (petitioner's) rapid acquisition of” iis stock aml that, at 
the very least, the case should he remanded for trial on these inedes. 
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erction to deny an application for an injunction, relief 
which is historically “designed to deter, not to punish” 
and to permit ihe court “to mould each decree to the 
necessities of the particular ease.” 321 U.S., at 329. As 
Mr. Justice Dovewss aptly pointed out in Hecht Co., 
the “grant of jurisdiction to issue compliance orders 
hardly sugeesis an absolute duty to de so under any 
and all circums‘ances.” Jbid. (emphasis by Court). 

Respondent urges, however, that the “public interest” 
must be taken into account in considering its claim for 
relief and relics upon the Court of Appeals’ conclusion 
that is us entitled to an injunction because it “is in the 
best position” to insure that the Williams Act is complied 
with by purchasers of its stock. This argument miscon- 
ceives, we think, the nature of the litigation. Although 
neither the availability of a private suit under the Wil- 
liams Act nor respondent's standing to bring it has been 
questioned here, this cause of action is not expressly au- 
thorized by the statute or its legislative history. Rather, 
respondent is asserting a so-called implied private right of 
action established hy cases such as J. 7, Case Co. v. Borak, 
377 U. S. 426 (1964). Of course, we have not hesitated 
to recognize the power of federal courts to fashion private 
remedies for securitics laws violations when to do so is 
consistent with the legislative scheme and necessary for 
the protection of investors a supplement to enforce- 
ment by the Securities and i ge Commission. Com- 
pare J. J. Case Co. v. Bi supra, with Securities 
Investor Protection Corp, v. Barbour, — U. S. — 
(1975). However, it by no means follows that *he plain- 
tiff in such an action is relieved of the burden of estab- 
lishing the traditional prerequisites of relicf. Indeed, our 
cases hold t! uite the contrary is true. 

In De-“ert Independence Shares Corp., 311 U. S. 
282 (1940), this Court was called upon to decide wh~ther 
the Securities Act of 1933 authorized purchasers of s_curi- 
ties to bring an action to rescind an allegedly fraudulent 
sale. The question was answered affirmatively on the 
basis of the statute’s grant of feceral jurisdiction to “en- 
force any liability or duty” created by it. The Court's 
reasoning is instructive: 

“The power to enforce implies the power to make 
effective the right of recovery afforded by the Act. 
And the power to make the right of recovery effec- 
tive implics the power to utilize any of the proce- 
dures or actions normally available to the litigant 
according to the exigencies of the particular case. If 
petitioners’ bill states a cause of action when tested 


This pomt was not raised in the petition for certiorari or respond- 
ent’s opposition thereto, nor was it made the subject of a crosa- 
Petition. Because it would alter the judgment of the Court of 
Appeals, which like that of the Distriet Court had effectively put 
an end to the litigation, rather than providing an alternative ground 
for affirming it, we will not conskler the argument when raised in 
this manner. See Mills ¥. Electric Auto-Lite Co. 396 U. 8. 375, 381 
w. 4 (1970); Morley Constr. Co. v. Maryland Cas. Co, 00 VU. S. 
185, 191-192 (1937). Cf. Wiener v. United &. es, 357 U.S. 349, 
351 nm. * (1958), 


by the customary rules governing suits of such char- 
acter, the Securities Act authorizes maintenance of 
the suit....” 311 U.S., at 28S. 


In other words, the conclusiow that a private litigant 
could maintain an action for violation of the 1933 Act 
meant no more than that traditional reinedies were avail- 
able to redress any harm which he may have suffered; 
it provided no basis for dispensing with the showing re- 
quired to obtain relief. Significantly, this passage was 
relicd upon in Borak with respect to actions under the 
Securitics Exchange Act of 1934. Sce377 U.S., at 433- 
434. 

Any remaining uncertainty regardi'¢ the nature of 
relicf available to a person asserting an implicd private 
right of action under the £curitics Laws was resolved in 
Mills v. Electric Auto-Lite Co., 396 U. S. 375 (1970). 
There we held that complaining si:areholders had proven 
their case under § 14 (a) of the 1934 Aci bv showing tirat 
misleading statements in a proxy solicitat’on were ma- 
te- sl and that the solicitation itse!f “was an essential 

nk in the accomplishment of” a merger. We concluded 
at any stricter standard woi!d frustrate private en- 
forcement of the proxy ru..s, but Mr. Justice Harlan 
took pains to point out that: 


“Our conclusion that petitioners have established 
th.ir case by showing that proxies necessary to ap- 
proval of the merger were obtained by means of a 
materially misleading solicitation implies nothing 
about the form of relicf to which they may be en- 
titled.... In devising retrospective relief for viola- 
tion of the proxy rules, the federal courts should 
consider the same factors that would govern the re- 
licf granted for any similar illegality or fraud... . 
In eclecting a remedy the lower courts should exer- 
cise ‘the sound discretion which guides the deter- 
minations of courts of equity,’ keeping in mind the 
role of equity as ‘the instrument for nice adjustment 
and reconciliation between the public interest and 
private needs as well as between competing private 
claims.’” 396 U.S; at 386, quoting Hecht Co. v- 
Bowles, 321 U.S., at 329. 

Considering further the remedies which might be ordered, 
we observed that “the merger should be set aside only 
if a court of equity concludes, from all the circumstances, 
that it would be equitable to do so,” and that “damages 
should be recoverable only to the extent that they ean be 
shown,” 396 U. &., at 388, 389. 

Afills could not be plainer in holding that the questions 
of linbility and relief are separate in private actions under 
the Sccurities Laws, and that the latter is to be deter- 
mined according to traditional principles. Thus, the fact 
that respondent is pursuing a enanse of action which has 
been gencrally recognized to serve the public interest pro- 
vides no basis for concluding that it is relieved of showing 
irreparable harm’ and other usual prerequisites for 
injunctive relief. Accordingly, the judginent of the 
Court of Appeals is reversed and the case is remamdcd 


* 6-17-95 


to it with ¢irections to reinstate the judginent of tho 
District Court. 


-So ordered. 


Mar, Justice MarsHatt dissents. 


Mr. Justice Brennan, with whom Mr. Justice 
Dovuc.ias joins, dissenting. 


I dissent. Judge Pell, dissenting below, correctly in my 
view, read the decision of the Court of Appeals to con- 
strue the Williams Act, as I slso construe it, to author- 
ize injunctive relief upon the application of the manage- 
ment interests “irrespective of motivation, irrespective 
of irreparable harm to the corporation, and irrespective 
of whether the purchases were detrimental to investors 
in the company's stock. The violation timewise is. . . 
all that is needed to trigger this result.” 500 F. 2d, at 
1018. In other words, the Williams Act is a prophylactic 
‘measure conceived by Congress as necessary to effect the 
congressional objective “that investors and management 
be notified at the earliest possible moment of the poten- 
tial for a shift in corporate control.” 500 F. 2d, at 1016. 
The violation itself establishes the actionable harm and 
no showing of other harm is neces* .y to secure injunc- 
tive relief. Today's holding compictely undermines the 
congressional purpose to preclude inquiry into the results 
of the violation. 

DAVID E. BECKWITH, Milwaukee, Wis. (MAURICE J. 
McSWEENEY. LYMAN A. PRECOURT and RICHARD FE 
PORTER, with him on the brief) for petitioner, LAURENCE C. HAM- 
MOND, JR., Milwaukee, Wis. (AMES A. URDAN, W. STUART 


PARSONS, BRUCE C. DAVIDSON and DARRYL S. BELL, with 
him on the brief) for respondent. 


No. 73-1908 


Stewart S. Cort et al, 
Petitioners, 
v. 


Richard A. Ash, etc 


On Writ of Certiorari to the 
United States Court of Appeals 
for txe Third Circuit. 


iJune 17, 1975) 


Syllabus 


Respondent stockholder brought this action seeking damages in favor 
of petitioner Bethichem Steed Corp., a Delaware corporation, and 
injunctive relief beeause of advertixements in connection with the 
1972 Presidential election that petitioner corporate directors had 
authorized from general corporace funds in alleged violation of 1S 
U. S.C. §610, which prohibits corporations (rom making con- 
tributions of expenditures in connection with specified federal 
elections. Respor tent alleged junsdiction under 28 U. 8. C. 
§ 1331 and sough: -» state a private claim for relief under 18 
UL: . C. § 610, and alto invoked pendent juri«tiction for an wira 
vires claim under Delaware law. The District Court's denial of a 
preliminary ‘xjunction was upheld on appeal, followag which 
respondent dropped the pendent claim rather than post security 
for expenses under state law lefore proceeding with that claim. 
The District Court then granted peiinioners’ motion for summary 
judgment. The Court of Appr 's reversed, holding that the pas- 


idential clectors . 
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sage of the election had not monied the case mince damages were 
sought and that “a private caime of action, whether brought by a 
citizen to secure injunctive roief or by a stockholder to secure 
injunctive or derivative damage relief .. . (is) . . . proper to 
remedy violation of § 610." After the Court of Appeals decision 
Congress enacted the Federal Beetion Campaign Act Amendments 
of 1974 (hereinafter the Amendments), under which, inter alia, 
the Federal Election Coimmission can receive citizen complaints 
of statutory violations and where warranted request the Attorney 
General to scck injunctive action. Meld: 

1. The Amendments constitute an intervening law that rele 
gates to the C wmission’s cognizance respondent's complaint as 
citizen or stockholder for mjyunctive relief against any alleged 
violations of § 610 in future elcetions, since this Court must ex- 
anmjine this case according to the law existing at the time of its 
decision. United States v. Schooner Peggy, 1 Cranch 103, 110; 
Bradley v. Richmond Sci ol Board, 416 U. 8. 696, 711. 


2. Respondent stockholder’s derivative suit with regard te th: 
alleged 1972 violation cannot be implied under 18 U.S. C. § 610, 
and respondent's remedy, if any, must be under Delaware's 
corporation law. 

(a) Section 610 was primarily concerne, not with the internal 
relations between corporations and stockholders, but with cor- 
porations as a source of eggregated wealth and therefore of po- 
tential corrupting influence; thus this statute differs from other 
criminal statutes in which private causes of action have been 
inferred-because of a cleasiy articulated federal right in the plain- 
tiff, «. g. Bivens v. Siz Unknown Federal Narcotics Agents, 402 
U. 8. 38S, or a pervasive legislative scheme governing the rela- 
tionship between the plaintiff closs and the defendant class in a 
particular reg>rd, ¢. g., J. 1. Case Co. v. Borak, 377 U. S. 426. 


(b) The legislative history of § 610 suggests no congressions 
intention to vest in corporate shareholders a federal right to dam- 
ages for a violation of the etatute. 

(c) A private remedy would not further the satutory purpose 
of dulling corporate influence on federal elections since any com- 
pelled repayment to the corporation might well pot deter the 
initial violation. 

(d) The cause of action is one traditionally relegated to state 
law in an area of primarily state concern. Is addition to the 
wtra vires daim urged by respondent the alleged «inwe of cor- 
porate funds might, under the law of some Stat we rise to 
a cause of action for breach of a fiduciary duty. 

496 F. 2d 416, reversed. 


Bazwnan, J., delivered the opinion for a unanimous Court. 


Mr, Justice Brennan delivered the opinion of the 
Court. 


There are other questions, but the principal issue pre- 
sented for decision is whether a private cause of action 
for damages against corporate directors is to be inyplied 
in favor of a corporate stockhokler under 18 U. S. C. 
§ 610, a criminal statute prohibiting corporations from 
making “a contribution or expemliture in conuection 
with any clection at which Presidential and Vice Pres- 


- « are to be voted for.”* We con- 


5 
filed: 

“Contributions or expenditures hy national banks, corporations or 
labor organiz-** "5. 

“It is unlawful for any national hank, of any corporation orga- 
nized by authority of any law of Congress, to make « contribution 
or expenditure in connection with any election to any political office, 


itle 18 U. 8. C. §610 provided as follows when this suit was 


“ 
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HARTER. SECREST & EMERY 


700 MIDTOWN TOWER RocwestTer. New Yorn 14604 


June 35, 1975 


H. emneth Schroeder, Jr., Lsa. 

liodgson, Suss, Andrews, Woods * Goodyear 
Suite 1800 : 

One M & T Plaza 

Buffale, ‘iew York 14203 


Re: Stecher-Traung-Seumidt Corporation 
v. Bee Chemical Comoany, et al. 


Dear Ken: 


I have your letter of June 27, 1975 with enclosure, 
together with a handwritten letter from John Cooney dated 
June 27, 1975 and a typewritten letter from him dated 
June 26, 1975, all concerning your "Patitica for Reconsidera- 
tion’. I note that you have provilJéd a return date in 
your "iotice of Petition” on vuly 7, 1975. 


As I told John Cooney in our telephone conference on 
June 26, 1975, I could not agree to expedite the return 
date without having seen your "Petition". Further, I 
indicated that it was doubtful that I could agree to an 
expedited return date but that he should at least send 
me the papers. I also indicated to him that the District 
Court has regular published motion days which I understood 
to be either the first and third “Nondavs or the second and 
fourth Mondays of each month. Since thet conversation I 
have ascertained that Judge Bruke's publisied motion days 
are the second end fourth Mondays of each month. 


Accordingly, if you_wish to bring a motion, Federal 
Rule 79 indicates it should be returned on a recular 
motion day. Undar the present circumstances I take the 
position that no motion is sending by virtue of your 
failure to serve proper motion papers withaa proper 
return date. 


Very truly yours, 


KAP/sd Xenneth A. Payment 


cc: John J. Cooney, Ls4. 
7 7 
Exhibit "c" | 
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HOMER H. WOODS 

JOHN © DICKINSON 
ARNOLO T.OCLENA 

GROVER RF VAMES.UP 
CORDON A. Mac £OO 
DOUGLAS W. KUHN 
CLARENCE OBL ETZ® 
CHARLES v MANN ® 
GEORGE W.MYTERS,UA 
ROBERT H MILTENBERGER, ' 
+ KENNETH SCHROEOER, UR 
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Hopcson, Russ, ANDREWS, Woops & GOODYEAR 
ATTORNEYS AT Law 
1800 OnE M & T PLAZA 
BuFFALO,.N.Y. 14203 
716-856-4000 


LAURENCE R GOODYEAR 
Own © TILTON 
PONALO C LUBICK® 
VICTOR 7. FUZARK 
PICHARO E HEATH 
RALPH W LARSO 
HUGH Mom RUSS, UR 
STEPHEN H.RELLY 
JAMES & PORTER 
WILLIAM # GARONER 
JOHN vy COONEY 


FLORIDA OFFICE 
4000 NORTH STATE ROAD 7 
FT. LAUDERDALE, FLA, 33319 

305-484-2138 


ROBERT M WALKER 
JAMES M. WADSWORTH 
DAVIO A GARBUS 
WILLIAM A. Oe PONCEAU 
STEPHEN Mm. NEWMAN 
ROBE AT B. CONKLIN 


JOHN C BARBER. UR 
ANTHONY L.OUTTON 
NTEPHEN RELLOGG® 
DAVID © HALL 
AICHARO A.GOETZ 
DAVID E.MANCH 
ROBER) Ww. RELLER 
* ADMITTED IN FLORIDA 
AS WELL AS NEW TORK 


June 30, 1975 


Kenneth A. Payment, Esq. 
Harter, Secrest & Emery 
700 Midtown Tower 

Rochester, New York 14604 


Dear Mr. Payment: 


Re: Stecher-Traung-Schmidt Corp. 
v. Bee Chemical Co., et al. 


The District Court Clerk advised me that Judge Burke 
hears motions on the second and fourth Mondays of each month. 
Therefore, please consider the return date in the motion papers 
as amended to read July 14 instead of July 7. 


Very truly yours, 
H. Kenneth Schroeder, Jr. 


HKS:clz 
Copies to: Bryon Johnson, Esq. 
Norman S. Jeavons, 


Robert Gareis, Esq. 


Esq. 
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APPEAL AS OF RIGHT—HOW TAKEN 


- 


qQ 203.11. The Effect Upon the Jurisdiction of the District Coz- 
of the Filing of a Notice of Appeal. ; 


The filing of a timely and sufficient notice of appeal has the ¢=. ve 


immediately transferring jurisdiction from the district court <o . 
court of appeals with respect to any matters involved in the &2; 
It divests the district court of authority to proceed further a::: 


spect to such matters,* except in aid 


expressly disapproving the contrary 
result reached in Mondakota Gas Co. 
v. Montana-Dakota Util. Co. (CA9th, 
1952) 194 F2d 705, 16 FR Serv 
73a.11, Case 1. 


See also Powers v. Citizens Union 
Bank & Trust Co. (CA6th, 1961) 329 
F2d 607, 8 FR Serv2d 738.23, Case 
1 (acknowledging the propriety of 
the clerk’s refusal to mark the notice 
as filed until reecipt of the fee, the 
court held that failure to pay the fee 
within the appeal period did not im- 
pair the validity of the appeal where 
the notice was timely tendered to the 
elerk) ; Parks v. B. F. Leaman & Sons 
(CA5th, 1960) 279 F2d 529. 


2 Walleck v. Hudspeth (CCA10th, 
1942) 128 F2d 343, 6 FR Serv 73a. 
21, Case 1; Maloney v. Spencer (CA 
Oth, 1948) 170 F2d 231, 11 FR Serv 
73a.16, Case 1; Janousek v. Doyle 
(CA8th, 1963) 313 F2d 916, 6 FR 
Sexv2d 730.42, Case 1, citing Trea- 
tise; Bush v. United Benefit Fire Ins. 
Co. (CA5th, 1963) 311 F2d 893, 6 
FR Serv2d 54b.4, Case 8; Sykes v. 
Unit.d States (CASth, 1968) 392 F2d 
735, 12 FR Serv2d 73.42, Case 1. 


2 The filing of a notice of appeal 
does not, of course, divest the district 
court of jurisdiction to act under Ap- 
pellate Rules 7 and 8 in reference to 
the bond on appeal or supersedeas 
bond, or for an order suspending, 


of the appeal,? or to correc: ~: 


o- 


modifying, restoring or BTEray 
injunction during the pendezcs -¢, 
appeal. Tho rules express'y 2. 
the district sovr. to vet in seryu- 
of the appe Nor dove she ¢:. 
a notice of «ppeal deprive 
court of power to grent 2 eras 
of time for transniitticg the 2-4 
on appeal or to make any other cme 
authorized by Appellate Rules 26 4. 
ll. Again, those rules, wii « 
pressly authorize district eour: 2-.~ 
that norma‘ly ean be taken oz!y ¢= 
ing the pendency of an appes!. = 
ify the usual rule that the é.:-- 
court loses power to act after a =< 
of appeal is filed. 


~~ 


esas 


In general, the district cocrt b=. 
have full authority to take a=: &~ 
during the pendency of the 1;;-« 
that will assist the court of ap;-«: 
in the determination of the 2; ;-> 
Restrictions on the power of s+ <* 
trict court that are grounded 12 >¢ 
ing more than the technica! co-+.>> 
tion that jurisdiction “pas” ‘= 
it upon the filing of the notice «‘ #” 
peal are impractical and un=s« :” 
tam in Philadelphia Merixe T™> 
Ass’n v. International Loop! 
men’s Ass’n (CA3d, 1966) ¥= fF 
295, rev’d on other grourds 
380 TS 64, 88 S Ct 201, 19 L 
236, to the effect that the firs “* 
notice of appeal on the day :=¢7>™ 


er 
was entered and before the tr:t' “= 
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_ stakes under Rule 60(a) of the Fedei ul Rules of Civil Procedure 
. 2 36 of the Federal Ruies of Crimin: ' Procedure,? or in aid of 
_ usin of a judgement that has not beep superseded,* until tae dis- 
_rt receives the mandate of the court of appeals.® Thus after a 

_ .: appeal is timely filed, the district court has.» power to va- 

_. the judgment,® or to grant the appellart’s motion to dismiss the 


4g: rered findings of fact and con- date.”); Edmond v. Moore-MeCor- 
-.:cs of law precluded the court mack Lines (CA2d, 1958) 253 F2d 
= entering such findings is anex- 143, 25 FR Serv 41b.11, Case 7. 

eze of a technical application of 


: In the cases cited, the motion to 
—— ee eee vacate was filed after the filing of the 


vii notice of appeal. A timely motion to 
3 See (60.08, supra. vacate under Rule 59(e), filed before 
baer , the filing of the notice of appeal, if 
Sooke Siew, See, 'v-. Sees suuliaa ah the time the a was 
‘zzoyers Ins. Co, (CASth, 1966) 144 would have repdered the notice 
. ra 160, 10 FR Serv2d 73411, 100) ¢, prencture, and in that 
ei event the district court would not 
5 Fiske v. Wallace (CCASth, 1940) have lost power to rule on the motion. 
* *2. 1003, 4 FR Serv 52b.11, See n 14 infra, and text accompany- 
ae, cert denied (1941) 314 US ing. 
» . _ . 
sae e Phat Pod Co (ack _ And ithas been held that one party 
r: i040) 14 Fd 108; Thompson ™AY not file a notice of sppesl im 
e miiately upon entry of judgment 
- Harry (Erb, Ine. (CAS4, 1957) BT vent his ad 
i = a ee Pe from seeking approp te post-jndg- 
oon tee Se ae ment relief in the district court. 
“Tan & Seott Corp. v. City of Elgen Mfg. Corp. v. Ventfabries, 
~e (CASth, 1960) 281 F2d 896, 1. (CA7th, 1963) 314 F2d 440, 7 
* cerv2d 12b851, Case 1, citing rp serv2d 730.42, Case 2 (right to 
“ative; Dua v. United Benefit Ins. °° Sart ae Sine caer Sale 
52(b) cannot be cut off by quick fil- 
* Miller v. United States (CCA7th. ing of notice of appeal by opponent). 
114 F2d 267, 3 FR Serv 59a.62, The court does not indicate the proce- 
™ 1, cert denied (1941) 313 US dure to be followed in such a case by 
* 61'S Ct 1114, 85 L ed 1545; the party who desire: to present a 
* ooghby vy. Sinclair Oil & Gas Co. post-judgment motion. Clearly, the 
‘ith, 1951) 188 P2d 902,15 FR motion must be (imely filed, within 
“7 130.42, Case 3 (Judge Murrah ten days after eni-y of judgment. 
*:g*The filing of notice of appeal Thereafter, if the district court in- 
<+ the cost bond on the same date dicates willingness to grant the mo- 
“ned the court of jurisdiction to tion, the party should be entitled to 
™ aside the jadgment at a later have the case remanded for that pwr- 


(Ral. Neo. 7) Qéoore F.?.) 


21, supra, 
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action without | -ejudice,” or to allow the filing of amended 8 or ,.. 
plemental ® pleadings. And the district court is without Seelalie ‘ 
to grant a motion for relief from the judgment under Rule 60(b te 
even if filed prior to the filing of the notice of appeal,** unless the i. 
. is remanded by the court of appeals.*? 


The rule tha. the taking of an appeal divencs the district coun: « 
jurisdiction would seem to presuppose the taking of a valid ay. - 
from an appealuble order,?® but the cases are not in harmony. (in - 
one hand, it seems firmly settled that an appecl that is premature :. 
cause taken while a timely motion under Rules 50(b). 52(b) or 36." 
the Federal Rules of Civil Procedure is p2nding does not divest the ¢s 
trict court of jurisdiction.*4 But two of the courts that so held :.i- 


pose. By <ralog> with its power to But _ : district eourt bas por: - 
deny (thougi not to grant) a motion deny a motion unde: Rule 6: : 
under Rule i(‘b) while an appeal while an appeat is pending ~ 
is pending (see u 10, infra, and text Smith, Ferrell, and Ryan, supre. 

aceompanying), presumably the dis- 11 Switzer v. Marzall (D DC Is": 
triet court may deny a motion for 95 p Supp 721, 15 FR Serr 72s. 
post-judgment relief made after an (4. 2. 


ry is taken without remand of 
ee 22 When an appellant wit- : 


mt 2 P make ¢ moticn for relief ande> *- 
In re Chin Ben Shim (D Mass @9(h) while h» ppeal is still p- 


1041) 2 FRD $0, 4 FR Serv 73042, ag, the prope. , emu: is fer 


Case 1. “notion in the (listriet rr- 
SBrasier v. United States (CA that court indicates the! * » 
10th, 1955) 229 F2d 176,S2 FR Serv g.»~t the wotion, the appells.. +. ~ 
730.42, Case 1; Grand Opera Co. v. t! . make a motion in the appes” 
Twentieth Century Fox Film Corp. <o *t for a remand of the caw = 
(CAT7th, 1956) 235 F2d 303,23 FR order that the diisim court = 
Serv 12b.34, Case 1; Thompson +. grant the motion. See cases citec - 

Harry C. Erb, Inc, n ©, supra. n 10, ser = 


® Walker v. Felmont Oil (orp. 13 Euziere v. United States (€! 
(CA6th, 195S) 262 F2d 163, 1 FR A0th, 1959) 266 F2d 88, vacatee « 
Serv2d 154.21, Case 1. other grounds (1960) 364 US =~ 
10 Smith v. Pollin (CA DC 1952) 80 § Ct 1615; 4 L edd 178 


194 F2d 349, 16 FR Serv 730.42, 14 United States v. Crewent A=> 
Case 3; Ferrell +. Trailmobile Ine. ment Co. (1944) 323 US i73 ¢ * 
(CASth, 1955) 223 F2d 697; Ryanv. Ct 254, 89 L ed 160. (“An #77 
U.S. Lines Co. (C..2d, 1962) 303 can hardly be premature (end =~ 
F2d 430; Weiss v. Hunna (CA2d, fore a nullity) here and yet ™* i” 
1963) 312 F2d 711, 6 FR Serv2d mature (aad therefore bindiss 
60b.34, Cese 1. low.” 323 US at 177-178.) He” 
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-» seemingly inconsistent view that an appeal that is manifestly in- 
*; yid beeause taken from an order that disposed of fewer than all 
jjms and that did not contain the certificate required by Rule 54(b) 
* the Federal Rules of Civil Procedure *® nevertheless divests the dis- 
--et court of further power over the order.*® Until recently the pre- 
sailing uncertainty was highlighted by decisions of different panels of 
+e Ninth Circuit holding that an appeal from a patently non-snpeal- 
wle order did 47 and did not *8 divest the district court of authority 


Pennsylvania RR. (CA3d, 1950) 
:3] F2d 934, 14 FR Serv 50b.252, 
Case 1; Turner v. HMH Publishing 
Co. (CASth, 1964) 328 F2d 136, 8 
FR Serv2d 730.62, Case 1; Hawkins 
+. Lindsley (CA2d, 1964) 327 F2d 
x4, 8 FR Serv2d 73.42, Case 1, 
Sykes v. United States (CASth, 1968) 
32 F2d 735, 12 FR Serv2d 73a.42, 
Joe lL 


Contra: United States v. Frank B. 
Kulian Co. (CA6th, 1959) 269 F2d 
wl, 2 FR Serv2d 730.42, Case 1 
wmble); Keohane v. Swarco, Ine. 
CA6th, 1963) 320 F2d 429, 7 FR 
Serv2d 730.62, Case 2; Suburban 
Trast Co. v. National Bank (D NJ 
:%43) 223 F Supp 250, 7 FR Serv2d 
"3a42, Case 1, all of which appear to 
terlook the holding in United States 
Crescent Amusement Co., supra. 


*9 Sce $54.41[2], supra. 


18 Distriet 65, Distributive, Proe- 
-~sing & Office Workers Union v. 
MeKague (CA3d, 1954) 216 F2d 153, 
») PR Serv 54b.4, Cane 2; Bush v. 
United Benefit Fire Ine. Co. (CA5th, 
1963) 311 F2d 893, 6 FR Serv2d 
Hb.4, Case 8. 


2 same result was reached in 
Wiliams v, Bernberdt Bros. Tugboat 
Serv, Ine, (CA7th, 1966) 357 F2d 
“53. The resz!t seems as questionable 
‘8 practice as it is unsound in théory, 
“ Williams, supra, illustrates. There, 


immediately after ‘the appellee moved 
for dismissal of the appeal, the ap- 
pellant sought and secured from the 
district court a nune pro tune certifi- 
cation that the order was final and 
that there was no just reason for 
delay. The court ci sppeals, which 
had postponed action on the motion 
to dismiss until hearing of the merits, 
held, apparently after hearing the 
entire argument of the merits, that 
the district court had no power to 
make the certification because the 
filing of the abortive notice of ap- 
peal had deprived it of jurisdiction. 
It therefore dismissed the appeal, 
noting that the district court could 
on remand take such action w.th re- 
spect to certification as it deemed 
proper. All that is necessary to pre- 
vent the waste of energy and expense 
involved in these cases is to hold 
what seems too plain for arguinent: 
that an attempted appeal from an 
order clearly von-appealable is a 
nullity and that the district court is 
free to act as if, as is the fact, no 
appeal is pending. 


17 Merritt-Chapman & Scott Corp. 
v. City of Seattle (CA9th, 1960) 231 
Fd 896, 3 FR Serv2d 12b.351, Case 
1. 


18 Resnik v. La Paz Guest Ranch 
(CA9th, 1961) 289 F2d 814, 4 FR 
Serv2d 60b.27, Case 1. 


(Rel. No. 7) (Moore FP.) 
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to proceed further. Sitting in banc the Ninth Circuit resolved ¢, 
conflict in tuzse terms: 


“Where the deficiency in a notice of appeal, by reason of untimel:zes, 
lack of essential recitals, or reference to a non-appéalable order, y 
clear to the district court, it may disregard the purported xotice ra 
appeal and proceed with the case, knowing that it hes not been deprive 
of ,orisdiction. If the distriet ecurt is in doubt as to whether :i, 
notice of appeal is inoperative by reason of some such defect, it may 
deeline to act further until the purported appellee obtains dismiss! ¢/ 
the appeal in the court of appeals. In the rare instance where vy 
district court proceeds with a case under the mistaken belief tha: , 
notice of appeal is inoperative, the appellant may apply to the ec= 
of appeals for a writ of prohibition.” 19 


This is a very sound resolution of the problem, reached in otte: 
~arlier decisions,?° and it should be followed generally. To hold ts: 
the mere act of filing of a notice of appeal automatically divests :be 
district court of jurisdiction is to ho!d that a party can inti rrupt p= 
ceedings in the district court at vill. Whenever, then, an attemp: 
appeal is manifestly ineffective tc invoke the jurisdiction of the coz 
of appeals, the district court : hould be free to proceed as though no ap 
peal has been taken, which is the fact. 


The filing of a timely and effective notice of appeal divests the ds 
trict court of jurisdiction only with respect to the judgment broz¢*: 
up for review by the appeal.2* If an appeal is taken from a judgoe=: 
which determines th- ‘re action, the district court loses power: = 
take any farther aci.: . the proceeding,?? except in aid of the «> 


1®Ruby v. Secretary of United vest the trial court of its jurs¢* 
States Navy (CA9th, 1966) 365 F2d tion.”); Smith v. Insurance Co ¢ 
385, 289, 10 FR Serv2d 732.42, Case No. Am. (MD Tenn 1962) 2137 
2. Supp 674, 6 FR Serv2d 503.252, Com 
1. See alse Resnik v. La Paz Go 
Ranch, n 18, supra, and cases <* 
in n 14, supra. 


20 Enziere v. United States, n 13, 
supra (“[A]ll of the cases hold thet 
an appeal divests the trial court of 
jurisdiction over the case, but that 21 Janousek v. Dorle (CAS 
presupposes that there is a valid ap- 1963) 313 F2d 916, 6 FR S*"- 
peal from an appealable order. . . . 730.42, Case 1; Meltzer ¥- ye 
An attempt to appeal a non-appeal- Corp, of Am. (XD Ohio 1960). 3 rn 
able order remains just that, an at- Sery2d 150.32, Case 2; 25 FRO 
tempt. It is a nullity and does not 
invest the appellate court with joris- 22 See cases cited in nal, 5. 7” 
diction, and consequently does not di- 
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peal 2% or to correct clerical errors under Rule 60(a).** But where an 
appeal is taken from a judgment which does not finally determine the 
entire action, the appeal does not prevent the district court from pro- 
ceeding with matters not involved in the appeal. Thus an appzal from 
an order granting or denying a preliminary injunction does not divest 
the district court of jurisdiction to proceed wit! ‘he action on the 
merits.23 Nor should an appeal from an order which is appealable by 
virtue of certification under Rule 54(b). prevent the district court from 
proceeding with the remaining claims.2® And with respect to orders 
which may be appealable under 28 USC § 1292(b), that statute ex- 
pressly provides that an application for an appeal under its authority 
‘shall not stay proceedings in the district court unless the district 
judge or the Court of Appeals or a judge thereof shall so order.’’ 27 


23 See n 2, and text accompanying, 
supra. 


24 See 160.08, supra. 


25 Ex parte National Enameling & 
Stamping Co. (1906) 201 US 156, 26 
S Ct 404, 50 L ed 707; Phelan v. 
Taitano (CA9th, 1956) 233 F2d 117; 
Janousek v. Doyle, n 21, supra. 


2@Geudisi v. Molen (CA3d, 
1950) 269 F2d 873, 2 FR Serv2d 
730.62, Case 1 (contrary contention 
termed “specious”). Gee also Free- 
bill v. Lewis (CA4th, 1966) 355 F2d 
46, ia which both the trial court and 
tae court of appeals assumed an ex- 
press stay to be necessary. 


The contrary result reached in 
Commonwealth Ins. Co. v. O. Henry 
Tent & Awning Co. (CA7th, 1959) 
73 P2d 163, 2 FR Serv2d 73a.42, 
Case 2, svems unsound. The language 
of original Rule 54(b) made it very 
clear that a judgment disposing of 
fewer than all claims ought not have 
the effect of interrupting proceedings 
ia the district court with respect to 
the remaining claims. “The judgment 
shall terminate the action with re- 


spect to the claim so disposed of and 
the act.on shall proceed as to the re- 
maining claims.” See 454.01(5], 
supra, for the text of original Erle 
54(b). That languag> was not re- 
tained in the general re-writing of 
Rule 54(b) in 1946, but there is no 
suggestion in the Committee Notes 
accompanying the 1946 amendment 
that its omission was intended to 
effect a change in the rule. More 
likely, the langnagu was eliminated as 
superfluous. 


Where stay of proceedings in the 
district court is cerired pending a 
Rule 54(b) appeal, the stay may be 
sought just as in cases involving ap- 
peals from preliminary injunctions 
and appeals under 28 USC § 1292 
(b). See eases cited ia n 25, supra; 
see n 27, infra, and text accompany- 
ing. But there appears to be no 
sound reason why a Rule 54(b, «p- 
peal should automatically stay for- 
ther proceedings in the district court, 
which may be entirely unrelated to 
matters presented by the appeal. 


27 28 USC § 1292(b). 


(Rel. No. 7) 


(Moore FP.) 
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A party who desires a stay of all proceedings in the district coy-- 
pending his appeal from a judgment that dos not fully dispose of 1+ 
action should request such a stay, in the district court in the firs: i 
stance, or, if it is refused there, in the court of appeals? 


q 203.12. Effect of Failure to “ake Further Steps After Piling 3 
Notice of Appeal. 


The second sentence of Rule 3(a) provides: 


“Failure of an appeliant to take any step other than the timely fl. 
of a notice of appeal does not affect the validity of the appeal, be: » 
ground only for such action as the court of appeals deems appropnis:- 
which may include dismissal of the appeal.” 


That sentence is taken vc atirn from former Rule 73(a) of the F.! 
eral Rules of Civil Procedurc,* and the decisions under the former rz!- 
make it plain that an appeal to the court of appeals is perfected by :}- 
sole act of filing a timely notice of appeal with the district court? -: 
cepting only the relatively insignificant number of appenis that requ.: 
permision or allowance.* Thus, while failure to take the subsequ-:: 
steps required by the Appellate Rules, such as the giving of an app-: 


bond,* or the filing of the record on appeal and the docketing of 
appeal with the court of appeals,® or the taking of steps required i» 


28 See Rule 8, infra. 
1 Set ont in $203.21, infra. 


2 Wailleck v. Hudspeth (CCA10th, 
1942) 128 F2d 343, 6 FR Serv 73a.21, 
Case 1; diiller v. United States (CCA 
7th, 1940) 114 F2d 267, 3 FR Serv 
592.62, Case 1, cert denied (1941) 
313 US 591, 61 S Ct 1114, 85 L ed 
1545; Piascik v. British Ministry of 
War Transp. (SD NY 1949) 83 F 
Supp 518, 12 FR Serv 730.42, Case 
1, citing Treatise. 

? Discussed in $203.05, supra. 

* See Rule 7, infra. 


Failure to file cost bond is not 
ground for dismissal of appeal where 
no specific relief is asked on this 
score and where there is no showing 


of disadvantage to the appellees. <: 
Marie v. United States (CCA 
1940) 108 F2d 876, 2 Fit Serv 73s :- 
Case 1, cert denied (1940) 311 US 
652, 61 S Ct 35, 85 L ed 417; Posr> 
v. Citizens Union National Ba:i 4 
Trust Co. (CA6th, 1961) 329 7 
507, 8 FR Serv2d 734.23, Case | 


The same is true ss to bent < 
injunctive order «° the appe-+’ 
eourt, although the injunction »- 
not go into effect. Barrett +. De=' 
Tramway Corp. (CCA3d, 1944) :** 
F2d 701. 


% Failure to file record on 3:'*’ 
within the time prescribed od ‘ 
affect the validity of the app? 
the appellate court may, ia = 
ereticn, grant leave to file ibe 
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dence upon the whole record to support 
this finding.? 

The record shows that the Union had 
been notified in writing by respondent 
that the Association was its bargaining 
representative. Respondent had an op- 
portunity at the March 27th meeting 
to withdraw this authorization in writing, 
but neglected to do so. Its statement 
made after the meeting was over, or as it 
was breaking up, that it would not go 
along with a profit »:a.. 7 clause, was 
not sufficient to rev 4 formal au- 
thorization. Two oth employers at 
this meeting did ix og withdraw 
their authorization. 


[2] There is evidence in the record 
supporting the Trial Examiner’s finding 
that Brandt, the Union representative, 
did not acquiesce when told of respond- 
ent’s position at the contract meeting. 


{3] Cte Board has repeatedly held 
that the intention by a party to withdraw 
must be unequivocal and exercised at an 
appropriate time. Retail Associates, Inc., 
120 N.L.R.B. 388, 392-393: McAnary 
and Welter, 115 N.L.R.B. 1029; Jahn- 
Tyler Printing & Publishing, 112 N.L.R. 
B. 167. 


{4] As a part of good faith bar- 
eiining by both employer and a repre- 
s ‘stive of employees, the Act requires 
e party to execute in writing any 
agreement reached by the parties. Sec- 
tion 8(d) of the Act defines collective 
bargaining as follows: 

“For the purposes of this section, 
to bargain collectively is the per- 
formance of the mutual obligation of 
the employer and the representa- 
tive of the employees to meet at 
reasonable times and confer in good 
faith with respect to wages, hours, 
and other twervms and conditions of 
employment, or the negotiation of 
an agreement, or any question aris- 
ing thereunder, and the execution of 
a written contract incorporating 
any agreement reached if requested 


2% The Board did not reach, nor do we, the 
question of what the situation would hare 
been if respondent had unequivocally 
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by either party, * * *%.” 

phasis added.} 

This Court has held that a party has 
an obligation to sign an agreement tha: 
has been reached between the parties 
N. L. R. B. v. Nesen, 9 Cir., 1954, 211 
F.2d 559. 

We hold that there is substantial evi- 
dence in the record to support the order 
of the Board 


Let the order of the Board be en. 
forced. 


© © crt aunsee syste 


“ees 


MEERRITTI-CHAPMAN & SCOTT COR- 
PORATION, a Corporation, 
Appellant, 

v. 

CITY OF SEATTLE, WASH., a Municipa! 
Corporation, Appellee. 

No. 1677: 


United States Court of Appeals 
Ninth Circuit. 


Sept. 2, 1960. 


Action for declaratory judgment 
against city. The United States District 
Court for the Western District of Wash- 
ington, John C. Bowen, J., dismissed 
complaint without prejudice to the right 
of plaintiff to file an amended complaint, 
and plaintiff thereupon filed notice of ap- 
peal from order dismissing complaint. 
Plaintiff also gave notice of appeal from 
order of William J. Lindberg, J., di:- 
missing upon election of plaintiff not to 
amend. The Court of Appeals, Hamlin. 
Circuit Judge, held that the appeal from 
original order had the effect of trans- 
ferring to Court of Appeals jurisdiction 
of the cause and District Court had ro 
jurisdiction to make a subsequent order 


withdrawn its authorization to the Asso 
ciation. 
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MERRITT-CHAPMAN & SCOTT CORP. vy. CITY OF SEATTLE, WASH. §97 
Cite as 281 F.2d 806 (1060) 


purporting to fixally dismiss the com- 
piaint on the ground that contractor 
elected not to amend its complaint and 
that subsequent order was not appealable 
as a “final order.” 


Appeal dismissed. 


L Courts <=405(15) 

Where, following order of District 
Court dismissing complaint in declaru- 
tory judgment action without prejudice 
to plainti®’s right to file an amended 
complaint, pluintiff filed notice of appeal 
in Court of Appeals from order dismiss- 
ing complaint, such appeal had the effect 
of transferring to the Court of Appeals 
jurisdiction ef the cause and District 
Court had no jurisdiction to make a sub- 
sequent order purporting to turn dis- 
missal into a final order on the ground 
that plaintiff elected not to amend its 
original complaint. Fed-Rules Civ.Proc. 
rules 60, 73 and sr od. (a), 28 U.S.C.A. 


2. Courts ©=405(12.9) 

Order of District Court dism‘+sing 
declaratory judgment action without 
Prejudice to the right of plaintiff to file 
an amended complaint or /nstitute, inde- 
pendently, a new cause of action was not 
a “final decision” and was not appealable. 
28 U.S.C.A. § 1291. 


nn 


Alien, DeGarmo & Leedy, Seattle, 
Wash., Manning, Hollinger & Shea, New 
York City, Glickstein, Crenshaw, Glick- 
stein & Hulsey, Jacksonville, Fla., Gerald 
DeGarmo, Seattle, Wash., Robert J. Ru- 
ben, New York City, Stuart G. Oles, 
Seattle, Wash., for ajpellant. 


A. C. VanSoelen, Cory. Counsel, Seat- 
tle, Wash., A. L. Newbould, Asst. Corp. 
Counsel, Helsell, Paul, Fetterman, Todd 
& Hokanson, Richard S. White, Richard 
W. Bartke, Sp. Counsel, Sezttle, Wash., 
for appellee. 


Before STEPHENS, HAMLIN and 
KOELSCH, Circuit Judges. 


‘. “Motion to Dismiss Complaint 
“Defendant moves the court as follows: 
281 F.24—57 


HAMLIN, Circuit Judge. 


On December 8, 1954, Merritv-Chap- 
man & Scott Corporation and Savin Con- 
struction Corporation entered into a cun- 
tract with the City of Seattle, appellee, 
for the construction of Gorge High Dam 
and the Newhalen-Diablo Highway at a 
cost of something over $14,000,000. Over 
four years later, during which time con- 
struction work had continued upen the 
dam and highway, Merritt-Chapman & 
Scott Corporation, appellant, filed in the 
District Court for the Western District 
of Washington a complaint for declara 
tory judgment. Appellant, after alleging 
generally that difficulties had arisen be- 
tween the parties during the five year 
construction period, such as changes in 
the contract and delays occasioned there- 
by, asked in the prayer of the complaint 
that the Court determine whether the 
contract was in full force and effect or 
had been abrogated, and alternatively, if 
it should be determined that the contract 
was in full force and effect, that the 
Court determine (a) whether there had 
been a suspension of work thereunder, 
and if so the amount of expenses incur- 
red by appellant due to the delays, and 
(b) the number of days of extension of 
contract completion time to which appel- 
lant was entitled. Lastly, appellant 
prayed that “the Court reserve and con- 
tinue jurisdiction over the Plaintiff and 
Defendant and over the subject matter 
of this action to find and decree such 
other rights as may be submitted for de- 
cision by either Plaintiff or Defendant 
by Supplemental Petition, Answer and 
Cross-Petition or otherwise; to enforce 
and supplement any Declaratory Judg- 
ment and Decree as entered herein and to 
herein determine any controversy which 
either has arisen or may hereafter arise 
between Plaintiff and Defendant out of 
the Contract, the work performed or to 
be performed thereunder * * *” 


Appellee filed a motion to dismiss the 
complaint, setting forth three grounds.* 


- 
1 

“To dismiss the action beenuse the 
complaint fails to state a claim against the 
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Yhis motion came on to be heard be- 
fore The Honorable John C. Bowen, a 
United States District Judge at Seattle, 
Washington, on December 29, 1959, and 
on December 30, 1959, the District Court 
made an order which read in part as 
follows: 


“It Is Hereby Ordered, Adjudged 
and Decreed that the complaint of 
the plaintiff be, and the same is 
hereby dismissed without prejudice 
to the right of the plaintiff to file 
herein its amended cor “*int or in- 
stitute independe.tl: 3 case a 
new and irdependent accion or ac- 
tions for any and all moneys and 
claims as and when they become due, 
owing and unpaid under and in con- 
nection with plaintiff’s performance 
of its existing contract with the de- 
fendant.” 


On January 6, 1960, appellant filed no- 
tice of appeal to this Court from the or- 
der of the District Court dated December 
80, 1959. It duly filed, on January 14, 
1960, a bond for costs on appeal, together 
with a statement of points on appeal and 
designation of content of record on ap- 
peal. 


Thereafter, on January 27, 1960, coun- 
sel for appellant appeared before the 
Honorable William J. Lindberg, a United 
States District Judge at Seattle, Wash- 
ington, and after stating to the Court 
that *e had found “some cases which 
conv.aced me it [the order of December 
30] was rot an appealable order” he an- 
nounced “the plaintiff in this case elects 
to stand upon the declaratory judgment 
complaint as filed in this case and not to 
amend as permitted by the order of De- 


defendant upon which relief can be grant- 
ed by declaratory judgment or therwise. 
“Ty 


“To dismiss this action on the ground 
that plaintiff's complaint shows on its 
face that plaintiff has waived whatever 
rights, if any, it might bare had to claim 
that the contract between the parties 
has been ‘rescinded,’ ‘abrogated.’ or is 
no longer in full force and effect. 


cember 30, 1959, as entered by Juu 
Bowen.” p 


There was presented to and tb 


signed by the Court on January 28, 1¢r., 


an order which read in part: 


“Now, Therefore, It Is Hereby Or- 
dered, Adjudged and Decreed tha: 
the above-entitled action is here'. 
finally dismissed upon the electior: of 
the Plaintiff not to file an Ameniid 
Complaint herein as permitted bh; 
the Order Dismissing Action sign d. 
filed and entered herein Decemi«r 
30, 1959, such dismissal to be with- 
out prejudice or without cost to any 
party to this proceeding.” 


On the same dar, appellant gave ro: 
of appeal! to this Court from the order 
December 30, 1959, and “from the Ord 
of Dismissal Upon Election of Plaint 


ce 
of 
er 


ried 


Noc to Amend * * *” of January 2s. 


1$60. 


Appeilee «cutends preliminarily ( 
that when appellant filed its first noti 
of appeal on January 6, 1360, from Jai! 
Bowen’s order of December 30, 1959 ° 


1) 


District Court was deprived of jur ‘sci- 
tion to proceed further in the case, a:.¢ 


thus did not have jurisdiction to en: 
the order of January 28, 1960, and ( 
that the order of December 30, 1959. « 


* 


1s 


not an appealable order and therefore 


this appeal must be dismissed. We sh 
cons ier these contentions. 


The first contention of appellee (th 
the taking of an appeal to the Court 
Appeals deprives the District Court 
jurisdiction) has been considered 
many cases. The Court said in In 
Federal Facilities Realty Trust, 7 Ci 
227 F.2d 651, 652, at page 653: 


“Tl 

“To dismiss this action on the ground 
that the court lacks jurisdiction for t!- 
reason that the contract of Decem!: 
8, 1954, as pleaded in paragraph IV of 
the First Claim of plaintiff's compis'nt 
provides an exclusive and manlatory al 
ministrative procedure to be follow--1 by 
plaintiff in the erent disputes of the ivi 
alleged in the complaint should aris. 9° 
plaintiff has not alleged compliance *'* 
this contractual condition an? exhaust? 
of its remedies under this procedure” 


” 
au 


of 
of 
in 
re 
- 
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Cite as 251 F.2d 896 (1900) 


“It is well settled that filing a no- 
tice of appeal from a district court’s 
judgment vests jurisdiction over the 
cause appealed in the court of ap- 
peals. Thereafter, the trial court 
has no power to modify its judgment 
or take other action affecting the 
cause without permission of the ap- 
pellate tribunal, except insofar as 
jurisdiction is expressly reserved in 
the district court by statute or the 
Federal Rules of Civil Procedure, 28 
U.S.C.A., to act in aid of the appeal. 
Miller v. United States, 7 Cir., 114 
F.2d 267 * * *; Smith v. Pollin, 
90 U.S.App.D.C. 178, 194 F.2d 349; 
Willoughby v. Sinclair Oil & Gas Co., 
10 Cir., 188 F.2d 902; Jordan v. 
acie: 1 Farm. Mortyage Corp., 3 
Cir, 152 F.2d 642, * * *; Dan- 
iels v. Goldberg, D.U., 8 F.R.D. 580, 
affirmed 2 Cir., 173 F.2d 911.” 

The question was further discussed in 
District 65, etc. v. McKague, 3 Cir., 1954, 
216 F.2d 153, at page 155. The Court 
there said: 

“Counsel for the appellants stated 
when this court indicated that the ~ 
appeal should be dismissed that he 
could procure an order from the 
court below in conformity with Rule 
54(b), F.R.C.P. This court then un- 
equivorally informed counsel that 
the court below was withcut juris- 
diction to make such an order since 
the appeal was pending in this 
court.” 

Thereafter an order was secured in the 
lower court pursuant to Rule 54(b), 28 
U.S.C. end when the matter came on for 
rehearing before the Court of Appeals, 
the Court said: 

“The court below was without ju- 
risdiction to enter the order of May 
24, 1954 since the appeal was pend- 
ing im this court and the court below 
was without jurisdiction to enter 
any order which would affect the 
status of the appeal.” 

In the Ninth Circuit case of Hunter 
Douglas Corporation v. Lando Products, 
9 Cir., 1956, 235 F.2d 631, at page 632, 
the Court said: 


“Assuming that the trial! court in- 
tended this statement in the findings 
of fact to be a final judgment dis- 
positive of the counterclaim, we hold 
that it is beyond that court's juris- 
diction. The perfection of the orig- 
inal appeal herein operated to trans- 
fer to the Court of Appeals jurisdic- 
tion of the cause; the jurisdiction 
of the trial court ceased and that of 
the Court of Appeals attached. The 
trial court was thereafter without 
authority to act in matters relating 
to the subject matter until the man- 

te was returned.” 


We have found no authorities to the 
contrary, and appellant has cited none. 
See 7 Moore’s Federal Practice § 73.13. 


{1] Rules 60 and 73 of the Federal 
Rules of Civil Procedure set out what 
steps may be taken by the District Court 
after a notice of appeal to the Court of 
Appeals has been filed, but nowhere in 
these sections is there given an; author- 
ity for the District Court to modify its 
order from which the appeal was taken. 
73(a) provides in part as follows: 

“If an appeal has not been docket- 
ed, the parties, with the approval of 
the district court, may dismiss the 
appeal by stipulation, filed in that 
court, or that court may dismiss the 
appeal upon motion and notice by 
the appellant.” 

In the instant case, the aprellant did not 
choose to take advantage of the above 
quoted portion of the rule. We hold that 
the District Court wes without jurisdic- 
tion to make its order of January 28, 
1960. 

{2] The second contention of appellee 
is that the order of December 30, 1959, 
was not appealable and that therefore the 
appeal therefrom must be dismissed. 

28 U.S.C. § 1291 provides that— 

“The courts of appeals shall hava 
jurisdiction of appeals from all final 
decisions of the district courts 
* * oo” 

The question then to be determine.” is 
whether the order of December 30, 1959, 
was *# final decision. 


2 \ 
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That order provided “that the com- 
plaint of the plaintiff be, and the same is 
hereby dismissed without prejudice to 
the right of plaintiff to file herein its 
amended complaint * ® *.” 

A similar situation was before the Su- 
preme Court of the United Stutes in Jung 
v. K. & D. Mining Co., Inc., 356 U.S. 335, 
78 S.Ct. 764, 765, 2 L.Ed.2d 806. There, 
the Court said: 


“Respondents moved to dismiss 
petitioners’ first amended complain 
for failure to state a claim upon 
which relief could be granted. On 
May 10, 1955, the District Court 
sustained the motion, dismissed the 
complaint, and granted petitioners 
‘twenty days from this date within 
which to file an amended complaint.’ 
On May 27, 1955, petitioners moved 
to vacate the order of May 10 ¢is- 
missing the first amended compiaint 
or, in the alternative, to extend the 
time to file an amended complaint. 
On that date (May 27, 1955) the 
Court overruled petitioners’ motion 
to vacate the order of May 10, but 
granted leave to petitioners to file an 
amended complaint within twenty 
days from May 27,1955. * * * 

“We think ths: the District 
Court’s order of May 27, 1955, deny- 
ing petitioners’ motion to vacate the 
order of May 10, 1955, but granting 
further leave to petitioners to amend 
their complaint, did not constitute 
the final judgment in the case. It 
did not direct ‘that all relief be de- 
nied’ (Rule 58 of Federal Rul_s of 
Civil Procedure, 28 U.S.C.A.) but 
left the suit pending for further pro- 
ceedings ‘either by amendment of 
the [complaint] or entry of final 
judgn.ent.’ Missouri & Kansas In- 
terurban R. Co. v. City of Olathe, 
222 U.S. 185, 186 [82 S.Ct. 46, 56 L. 
Ed. 155]. ‘The situation did ‘pot 
differ from an order sustaining a de- 
murrer with leave to amend; anoth- 
er order of absolute dismissal after 
expiration of tne time allowed for 
amendment is required to make a 
final disposition of the cause.’ Cory 


Bros. & Co., Ltd. v. United States > 
Cir], 47 F.2d 607. Cf. Uni: 
States v. F. & M. Schaefer Brew: 
Co., 356 U.S. 227 [78 S.Ct. 674, 21. 
Ed.2d 721) Clark v. Kansas City, 172 
U.S. 334 [19 S.Ct. 207, 43 L.Ed. an7 

* * baa en 

We hold in the instant case thar 
order of the District Court of Decve=. - 
29, 1959, was not a final order and «_- 
not appealable. 

Appellee makes other contentions 
support of the erder of the District (. .-~ 
dismissing the complaint, among ::.- 
being (1) that the issues raised by a; ;- 
have become moot; (2) that the «- 
plaint fails to state a claim “upon wu} 
relief can be granted by declara’. 5 
judgment or otherwise”; and (3) ::.- 
the District Court’s order was withi:: ::- 
dis~~etion. 

a view of our holding that the a; ;-- 
must be dismissed it is not necessar} +. 
discuss appellee’s other points. 


The appeal is dismissed. 


Earl B. WISEMAN, Individually, and » 
District Director of Internal Reve 
nue, Appellant, 
v. 
William F. SCRUGGS and Anna T. 
Scruggs, Appellees. 
No. 6502. 


Unit 4 States Court of Appeals 
Tenth Circuit. 


Aug. 13, 1960. 


Action by taxpayers against Dis‘: -* 
Director cf Internal Revenue, pre~ at 
ing for determination a controversy ¢ ° 
cerning tax consequences of contrac: ** 
lating to taxpayers’ sale of land. hd 
United States District Court, Ro-s Re 
ley, J., for the Western District of On-- 
homa rendered judgment for taxj-:'*’ 
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Re | 
UNITED wfATES DISTRICT COURT diy | MER 
WESTERN DISTRICT OF NEW YORK Pea SO te 
onc ‘ fQ 
STECHER-TRAUNG-SCHAIDT CORPORATION, 
Plaintiftf 
-v- CIVIL 75-131 


M. A. SELF, BEB CHEMICAL COMPANY, 
ROULSTOM & COMPANY, INC., THOMAS 
ROULSTON, ARTHUR 8. HECKER and 
JOM DOE, 


Def-ndants 


Harter, Secrest & Beery 

7600 Midtown Tower 

Rochester, H.Y¥. 14604 

Attorneys for plaintif? 
(KReaneth A. Payment, of counsel) 


« Russ, Andrews, Wood & Goodyear 
1 One MN & T Plaza 
Buffale, B.¥. 14203 


and 


Baker & McKenzie | 

700 Prudential Plaza 

Chicago, 111. 60601 

Atterneys for defendants WH. A. Gelf, Bee Chemical 
Company and Arthur 8. Hecker 


Johnaun, *eif & Mullan 
47 South Pitshogh Street 
Rochester, H.¥. 14614 
Attorneys fer defendants Thomas Roulston and 
Roulsten & Company, Inc. 
Hotice of appeal from an order of this court 
Gated June 17, 1975 and entered June 18, 1975 was filed by 


MH. A. Self, Bee Chemical Company and Arthur 8. Becker on 
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June 27, 1975 at 4:15 P.M. At 4:15 P.M. on June 27, 1975 
M. A. Self, Bee Chemical Company and Arthur 5. Hecker filed 
a notice of petition dated June 26, 1975 and a petition 
dat«d June 26, 1975 for reconsideration of the order of 
this court of June 17, 1975, or, in the alternative, that 
the court stay the preliminary injunction granted in 
said order pending appeal therefros. 

Cn July 7, 1975 this court issuad an order 
to show cause directing the defendants *, Belf, Bee 
Chemical Company and Arthur S. Hecker ts “pear in person 
or by attorney before this court on July 14, 1975 to show 
cause why thie court should not dismiss the petition of 
the 4efendants M. A. Self, Bee Chemical Company and Arthur 
8. Hecker for reconsideration of the order of this court 
dated June 17, 1975, or, in the alternative, that the court 
stay the preliminary injunction granted in said order 
pending appeal therefrom. The interested parties appeared 
before this court on July 14, 1975, when oral argument was 
had. The motion was submitted for decision on July 14, 
1975. It is hereby 

ORDERED that the petition of M. A. Self, Bee 
Chemical Company and Arthur 8. Hecker for reconsideration 


of the order of this court dated June 17, 1975 is denied. 
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The motion of said defendants for a stay of the preliminary 


injunction granted in said order pending appeal, is denied. 
ear 
i: awd \~* wo 


~~ & 


HAROLD P. SURKE 
United States District Judge 


July _/ Z » 1975. 
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‘ 
UNITED STATES DISTRICT COURT YUL 6 YEy 
WESTERY DISTRICT OF NEW YORK roo, * M975 
Woonn 
STECHER-TRAUNG- SCHMIDT CORPORATION 
Ve 
Civ- 75-131 
M. A. SEL¥, et al. 
SIR: Take notice of an ORDER denying petition of M,. A. 


Self, et al. for reconsideration and denying stay of preliminary 
tnjunction pending appeal 
duly granted in the above entitled action on the 17th day 


of July, 1975 , and duly entered in the office of the 
Clerk of the United States District Court, Western District 


of New York, on the 18th_ day of July, 1975 , 


Dated: Euffalo, New York 


July 18, 1975 


JOHN K. ADAMS, Clerk 
U.3. District Court 

U. 3. Courthouse 

Buffalo, New York 14202 


To Kenneth A. Payment, Eac. 
Attorrey ior Plaintif 


a. Kenn: .: Ychrovder, Eaq. and 
To Johnson, veif & Mullan 


~“KttorneySfor Defendants 
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an 


é 
AFFIDAVIT oF SERVICE BY MAIL 
techer-Traung-Schmidt Corp. 
State of New York ) VS. 
County of Genesee ) ss.: M. A. Self, Bee Chemical Co. et al 
City of Batavia ) 


oe Leslie it. JOnNNSON  _ being 
duly sworn, say: I am over eighteen years of age 
and an employee of the RB: tavia Times Publishing 


Company, Batavia, New York. 


On the end day of October , 1975 
I mailed é copies of a printed “Pppendix in 


the above case, in a sealed, postpaid wrapper, to: 


Harter,Secrest & kmery LSqs. 


TIN sn \1,.7¥ mm rT 
7 lidtown Tower 
mt e - I Vv ©. ry 
Rochester, Nelle 140 L, 
‘ Pee oe Dacw 
itt: nennetn A. Fayment 


at the First Class Post Office in Batavia, New 
York. The package was mailed Special Delivery at 
about 4:00 P.M. on said date at the request of: 


Hodeson,Russ,Andrews,Woods & Goodyear Esqs.,Att: H. henneth 
re 


Sworn to before me this ‘ 


day of (- ray 


PATRICIA A. LACEY 
NOTARY Pu! ¢¢ f N.Y., Conesee County 
My Commission Expires March 30, 19.../. — 


